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THE FUTURE OF THE LEAGUE? 


I. Tue Broap ALTERNATIVES 


INCE the last issue of THe Rounp Taste appeared, 

reaction from the ideals which have prevailed since 1919 
has gone yet further. The United States is more pre- 
occupied than ever with the gigantic experiment in autarchic 
recovery upon which she embarked last March, and to-day 
she is an even more doubtful and disturbing factor in world 
economics than she was three months ago. Germany, in 
somewhat hasty protest against alleged evasions and delay 
in giving her that “ equality” which she was promised in 
December 1932, has withdrawn from the Disarmament 
Conference and tendered her resignation from the League 
of Nations. The tension between Japan and Russia 
in the Far East seems to be increasing, and there are 
rumours that the military party in Japan want to evict 
Russia from Vladivostok and the Eastern Province of 
Siberia, while her capacity for fighting is low. 

The issue, which has now been openly joined, is not 
whether or not we shall be drawn into an early world war, 
for that, in any event, is unlikely. It is rather whether 
further consideration will induce the nations to return 
to the ideals and methods that underlie the League of 
Nations and the Kellog Pact, or whether, ignoring or 
even welcoming the consequences of a return to anarchy, 
the nations will drive on towards the destruction of the 
League. There are two ways in which the affairs of the 
world can be conducted. One way is the anarchic method 
that has prevailed since the collapse of the Roman Empire— 
a method which provided no effective international organi- 
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sation, and which left every nation to rely upon its own 
armaments for its security, and for the protection or the 
enforcement of its rights. This system, or rather lack of 
system, leads inevitably, as the history of the last few 
hundred years abundantly proves, to competitive arma- 
ments and alliances, to the diplomacy of the mailed fist, 
and to constant wars, in which victory and prestige go 
to the strong, and the weak are pressed to the wall. If 
the world slips back into its old ways the League will 
disappear, or become merely a piece of useful machinery 
for dealing with international questions of a relatively non- 
controversial kind; two great armed camps will appear, 
like the Triple Alliance and the Triple Entente before 1914, 
though now they would embrace the whole world; and 
after a period of uneasy peace, due to the reluctance of 
either side to put its claims to the doubtful arbitrament of 
force, a world war will break out because a knave or a fool or 
an accident has set in motion the time table of military 
mobilisation, on obedience to which every nation would 
again believe its security to depend. 

The other way is that the nations, recognising, as they 
did in 1919, that in a world now so shrunken in time and 
space anarchy can only spell ruin for all, should make up 
their minds to deal with international problems collectively 
by an appeal to reason and justice, applied through con- 
ference, arbitration or a world court, that they should re- 
nounce war as an instrument of national policy, reduce their 
armaments to a defensive level, and enter into engagements 
to take collective action against any nation which lawlessly 
resorts to war. This is the way of the Covenant of the 
League of Nations, the Kellogg Pact, the Four Power and 
Nine Power treaties relating to the Far East, and the 
various treaties of Locarno. As has already been pointed 
out by Tue Rounp Taste, the system created by these 
treaties is itself very inadequate for the purpose of maintain- 
ing an assured peace,and must either fall into decay or be de- 


veloped into something stronger and more organic, yet it is 
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The Immediate Objective 


only along this way that civilisation can make progress, and a 
fresh relapse into a new Dark Age be prevented. On a 
short view victory in war and domination over others may 
look like national greatness, but the true triumphs of 
civilised man are gained, not in the bloody and destructive 
duels of anarchy, but by his conquests over nature, by 
the development of ordered prosperity, by the progressive 
improvement of government, and by the advancement of 
literature and the arts. History will certainly award the 
palm to those nations whose efforts in this age contribute 
most to the creation of a world commonwealth based on 
freedom, law and justice, rather than to those which 
show themselves the strongest in an anarchic melée. 

The question whether Europe, and indeed the world, in 
the next decade or so is to follow the first or the second of 
these two ways has been inescapably raised by the two chief 
international events of 1933, the withdrawal of Japan and 
Germany from the League of Nations. There is no doubt 
that sooner or later, through wisdom or bitter experience, 
the nations will learn the lesson and realise that con- 
tinued anarchy can only end in poverty, weakness and 
war for all. The test for contemporary statesmanship 
to-day is to re-establish the international system which 
has been reared under such difficult circumstances in the 
last ten years, in a more stable and universal form, thus 
saving the world from the necessity of going through the 
lessons and sufferings of another period of anarchy. 


II. Tue Immep1aTeE OBJECTIVE 


UR immediate objective must be to bring Japan and 

Germany back into the League, and to induce all the 
nations of the world to enter into a universal disarmament 
treaty with provision for international supervision and 
for strengthening the international guarantees of security 
against aggression. 





The Future of the League ? 


So far as Germany is concerned, the conditions of success 
are threefold. In the first place it is necessary to bring to 
an end without further delay the situation in which 
to-day, fifteen years after the armistice, Germany is legally 
disarmed though her neighbours are legally armed to the 
teeth. It is no answer to point to the excesses of the National 
Socialist régime. It is impossible to say in what degree 
various factors have contributed to the development of that 
régime, but the imposition of excessive reparations and the 
denial of equality were certainly among them. It was in 
great measure by the exploitation of a sense of injustice 
and inferiority that the Nazis succeeded in creating 
their dictatorship. It is now quite certain that there will 
be neither a disarmament treaty, nor a restoration of 
the League, nor appeasement in Europe unless Germany is 
given defensive security within a brief and specific period. 
It was one of the supreme merits of the diplomacy of 
Castlereagh and Wellington that they did not make the 
mistake of trying to “ repress ” France after the Napoleonic 
wars. And the best way to help to restore a more liberal 
régime in Germany is to remove the legitimate grievances 
by the exploitation of which the Nazis have so largely risen 
to power. Either Germany’s neighbours within a short 
time must bring their armaments down, or Germany’s will 
come up. Equality is going to come anyway. It is far 
better that it should come by agreement than by illegal 
rearmament, which is the alternative. The way of dis- 
armament is clearly far the best, for it is cheaper and safer 
for everybody. But if France and her associates will not 
accept this, then let there at least be agreement on a limited 
degree of rearmament, for it is probably still possible to 
obtain a general treaty for the limitation of armaments, 
coupled with an effective system of international inspection 
and the restoration of the League. But if this oppor- 
tunity, like so many others, is lost, the result will inevit- 
ably be rearmament, but rearmament without limits, 
leading straight to competition, alliances and the divi- 
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The Immediate Objective 
sion of Europe and the world once more into two armed 
camps. 

But there is a second condition no less necessary. Peace 
and justice in society do not depend only on reason, equality 
and goodwill. They depend also upon the policeman who 
deals with law-breakers and makes it unnecessary for ordinary 
citizens to go about armed, or to take the law into their own 
hands. It is exactly the same in international affairs. Unless 
there is real confidence that violators of treaties and laws, 
and aggressors, will be brought to account, the collective 
system will fall into disuse as being practically useless from 
the standpoint of giving security; there will be neither 
reduction nor limitation of armaments, and nations will seek 
in alliances or in the strengthening of their own resources 
the security that they can findin no other way. The demand 
for security is the more insistent at the present moment 
in view of the alarm which recent manifestations of the 
Nazi spirit have produced beyond the borders of Ger- 
many. We pronounce no judgment on the Nazi movement 
generally, for it is difficult to get at all the facts, and while 
there has been much painful brutality there is clearly much 
that is healthy and self-respecting about the popular aspects 
of the Nazi renaissance. But the movement is headed by 
men who are new to international responsibilities, who 
preach a crude doctrine of racial ascendancy, who seem to 
advocate a return to the competitive and anarchic inter- 
nationalism of the pre-war age, and who are deeply suspect 
of consciously or unconsciously reviving the old Prus- 
sianism in a new and modern form. 

If there is to be an early establishment of “ equality,” 
and international inspection of armaments, there must also 
be an agreement among all the signatories of the disarma- 
ment treaties to take common action against any nation 
which arms in defiance of the treaties. For any such re- 
armament would mean war. ‘The agreement therefore 
might well include an understanding to put into operation 
against any nation which is declared by the international 
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inspectorate to be preparing for war, the system of economic 
boycott provided for in Article 16 of the Covenant of the 
League. Such a system could, however, only be put into 
force if all the nations, including the United States and 
Russia, were to support it. If it were so put into force, it 
would certainly be effective. 

In the third place, there 1s the question of revision of 
the peace treaties—perhaps the most difficult of all. 
It is difficult, not only because revision of any political 
boundaries, like the lowering of tariffs behind which vested 
interests have grown up, raises vehement fears and passions, 
but also because it is by no means certain what Germany 
means by revision. If she means the rectification of minor 
injustices in the peace treaties, while leaving the principle 
of national self-determination intact, revision should not 
be difficult as tension lessens. But if what she demands 
amounts to a reversal of the verdict of the war, as some 
seem to think it does, no peaceful revision will be possible. 
In any case revision can only begin after both “ equality ” 
and “ security ” have been attained. 


III. A Pxan 1n Cast or Farture 


E earnestly trust that the negotiations which are to 

be re-opened after the German referendum will 
lead to agreement. It may be that the explosion will 
prove to have cleared the air, that after considering the 
consequences of a failure to agree and of a return to the 
old anarchy, the League system may be re-established in 
a stronger, a more universal and a more intelligently under- 
stood form than in the past. 

Unfortunately, however, nobody can feel certain that the 
old League will be restored, with Germany and Japan once 
more members, or that an armaments treaty with adequate 
guarantees for fulfilment will be effected and a beginning 
made of revision by pacific means, as a result of the 
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negotiations of the next few months. For that result 
depends not upon the action of any one Power but on 
all round agreement. On the one hand, Germany and Japan 
may refuse to return to the orbit of the collective inter- 
national system. ‘They may prefer to recover their full 
liberty of action and try to create a system of alliances with 
other dissatisfied Powers, considering that it will give them 
greater security and may enable them eventually by pres- 
sure, and threats, or if need be by force, to secure extensive 
modifications in the treaties by which they are bound, both 
in Europe and in the Far East. Or, on the other hand, the 
rest of the world may be unwilling to give those universal 
guarantees to take collective action against a treaty breaker, 
without which a disarmament treaty and pacific revision of 
the peace treaties would probably be impossible. In the 
event of a failure to reconstruct the League, what should 
be the policy of Great Britain and the British Common- 
wealth ? 

It cannot be isolation. The English Channel is too 
narrow and the Commonwealth is too widely distributed 
all over the world for Great Britain to be able to 
keep for long out of any general conflagration. And, 
in practice, if Great Britain were drawn in, it would be 
almost impossible for the Dominions to keep out. A posi- 
tive policy is more likely to produce peace than a negative 
policy. Great Britain is far less secure in these days 
of competitive nationalism and air force than she was 
in the pre-war peziod when Europe and the United States 
were almost wholly self-centred, and Great Britain, in 
alliance with Japan, was, in fact, the only great world 
Power. 

Nor can Great Britain form part of any European balance 
of power. Such action would, in the first place, break up the 
British Commonwealth, for the Dominions have repeatedly 
made it clear, from the time of their refusal to sign the 
Anglo-American Guarantee to France in 1919, that they 
will not undertake any commitment in the European 
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The Future of the League ? 
maelstrém. In the second place, such action would put it 
in the power of any European State which chose to pre- 
cipitate a conflict to drag Great Britain into a European 
war, whatever the purposes and motives behind it. Finally, 
the formation of such a European balance, with Great 
Britain as one of its elements, would not succeed in pre- 
serving peace permanently, as the experience of the pre- 
war Entente Cordiale abundantly proved. 

What, then, is the right course for Great Britain and the 
Dominions to adopt ?_ It only begins to become clear when 
we remember that up to the present, at any rate, the 
League has never succeeded in solving the problem of 
“security.” It has been an instrument for international 
understanding and reconciliation and diplomacy, but prac- 
tically all its members have made their own arrangements 
for security. The British Commonwealth has relied upon 
its navy. So has Japan. The United States has relied 
upon its navy and its isolation. Most of the rest of 
America has relied upon its isolation. Italy has relied 
upon its army. France, less favourably situated, and 
deprived of the proposed Anglo-American Treaty of 
Guarantee, has relied upon something more than its army 
and navy. It has, in conjunction with Poland and the 
Little Entente, formed a system of military alliances which 
has ensured the security of all these Powers and most of 
the old neutral small Powers of Europe, by making im- 
possible any attempt to alter the peace settlements by the 
use of force on the part of the disarmed Powers. 

“ Security,” therefore, has depended, in fact, very little 
on the security articles of the Covenant, e.g., Articles 10 
and 16, but mainly on the armaments of the several Powers 
and on regional military and naval arrangements in Europe 
and the Pacific. The present crisis is mainly caused 
by the impending termination of the French security 
system through the belated concession in principle of 
“ equality ” to Germany in the declaration of December 
1932. 
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In all probability the old French security system will be 
followed by a new security system within Europe itself, 
based not on the preponderance of one group, but on a 
balance between two groups, France being the centre of 
one and Germany of the other. The process of substi- 
tuting this balance for the old preponderance will be a 
difficult and a dangerous one, but if it can be successfully 
effected there is no reason why it should not eventually 
be brought, as a regional system, within the League. 
“ Equality ” really means balance, and there is no reason 
why a Europe, in which security rests on balance, should not 
form an active and loyal part of the League. It is the 
League idea which alone can convert the old balance 
of power, meaning the division of Europe and the world 
into two highly armed camps bitterly suspicious of one 
another, relying solely on force and with no common 
institutions, into a balance of relatively friendly, lightly 
armed Powers, relying more and more, as unity and confi- 
dence grow, on the collective settlement of international 


disputes, on the appeasement of injustices and animosities, 
and on collective action against aggression. 

But the probability of restoring the League as the 
unifying factor in a Europe relying for the present mainly 


on “ equality ” and balance for its security, and the hope 


of preventing the preponderance of the French system 
giving place to the preponderance of a German system, 
which would then proceed to tear up the treaties and change 
the frontiers of eastern Europe by force, or the threat of 
force, would be immensely increased if the “ oceanic ” 
Powers of the League-Kellogg system could form a security 
arrangement among themselves, uncommitted to the 
internal politics of Europe, yet, under the famous Stimson 
declaration of August 1932, no longer neutral to the 
possibilities of war but actively concerned to prevent it. 
The formation of such an oceanic security arrangement 
within the League-Kellogg system is much more possible 
than at first might appear. If the major Powers of 
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Eur-Asia finally break away not only from free institu- 
tions but also from collectivism in international affairs, 
the problem of security against possible militarist action 
will once more become an important consideration in the 
national counsels of all the liberal and democratic peoples. 
By standing together in a kind of oceanic system for security 
they would themselves be in a position of almost complete 
invulnerability. Its members would be the nations of the 
British Commonwealth, of North and South America, the 
Powers which control non-Mediterranean Africa, France, 
Belgium, Spain and probably Scandinavia. It would cover 
two-thirds of the earth’s surface. Nearly all the self- 
governing peoples within it are democracies and believers 
in free institutions. It would have immense natural 
security. Taking a line from Canada or Panama through 
Hawaii, Singapore, Aden, Suez, Malta, Gibraltar, and back 
to England, it would control practically all the naval bases 
and great international canals. It would have, too, 
immense financial and economic resources, for the greatest 
aggregation of manufacturing plant and mines lies around 
the basin of the North Atlantic, and the rest of the 
area is largely agricultural. It might well develop an 
intelligent system of mutually adjusted tariffs between its 
members which would leave room for a large measure of 
international exchange. 

Let us then consider certain points which present 
difficulties. Would the United States consent to enter into 
such an oceanic system? For without her co-operation 
it could not be effectively created. At this moment she 
would not do so; but events are steadily driving her in 
this direction. On the one hand the military and naval 
expansion of Japan is forcing her to consider the problem 
of her own security, and to concentrate her naval resources 
in the Pacific, and unless she is going to have a navy larger 
than both the British and the Japanese navies combined, 
a naval understanding between Great Britain and the 
United States based on the Kellogg Pact, the Stimson 

10 





A Plan in Case of Failure 


declaration and the Nine and Four Power Pacific treaties, 
wholly defensive in character and involving no commitments 
in Europe, might give both sides the security and economy 
they desire. Further, it seems likely that the pre 
sent American experiment in economic autarchy will 
break down. The only way in which the adjustment 
between supply and demand could be brought about inside 
the boundaries of the United States so as to eliminate 
unemployment would be the public control of land, 
farming, manufacture and distribution on communist or 
fascist lines, which would deal with the rest of the world 
only through import and export boards. Such dis- 
cipline the American people, the most individualist 
in the world, would never stand. The only alternative 
is that, having reached her present state of economic 
development, the United States, like Great Britain a 
century ago, should abandon her prohibitive tariffs, and her 
debtor and isolationist traditions, and use her unparalleled 
facilities for mass production to supply the 2,000,000,000 
people in the rest of the world with the cheap and well 
made products they so badly need, taking some of their 
raw materials, tropical foodstuffs and other commodities, or 
lending them capital for development, in exchange, and 
absorbing nearly all her agricultural production within 
her own borders. That is what may well happen, and if 
it happens the United States will become as interested 
in world politics and as concerned with the maintenance 
of peace, if only for commercial reasons, as is Great Britain 
to-day. 

What of France? The relationship of an oceanic 
security system with France would not differ from that with 
other members. It would be purely consultative, as pro- 
posed by Secretary Stimson. It would have nothing 
to do with the relations of France with central or eastern 
Europe. As already explained, the problem of “ security ” 
for France, which has dominated international discussions 
ever since the war, is now, in any case, going to change its 
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character, and become based on balance instead of pre- 
ponderance. Further, the Locarno Treaty of Guarantee 
clearly requires revision. The withdrawal of Germany 
from the League must alter its character, and the guarantee 
of the demilitarisation of the Rhineland must obviously be 
dropped as being inconsistent with “ equality ” and no longer 
applicable. The security which the oceanic system would 
give to France would be the far greater probability of 
economic sanctions under Article 16 of the Covenant being 
put into effect on her behalf in case of unprovoked 
aggression. And Great Britain, mainly in the interest 
of her own safety, might renew to Belgium the 
guarantee against invasion and undertake to intervene 
in the event of any attempt to alter her western frontiers 
as defined at Versailles, and voluntarily accepted by 
Germany before Locarno. In return, we should ourselves 
require co-operation in the event of the invasion of Great 
Britain by sea or air. 

What of Italy ? It is uncertain what the policy of Italy, 
under the conditions envisaged, would be. On the one 
hand, she has abandoned democracy, is expansionist in 
spirit, and does not believe very firmly in internationalism 
as the necessary balance to nationalism. On the other 
hand, she is doubtful of Germany (partly because of the 
Brenner Pass), is fearful of a new scheme for a German 
Mittel-Europa, and is anxious to work with Great Britain 
in the Mediterranean (partly for naval reasons), and with 
France too, if certain outstanding feuds can be adjusted. 
If she adheres to the collective system, she might also 
enter the oceanic system. 

Finally, what of Germany herself, Russia and Japan? 
The assumption of this part of the article, of course, is that 
Germany has definitely rejected, at any rate for the time 
being, the League and the collective system, has set about 
regaining armaments and equality, and begun to look for 
allies. If she or either of these other Powers should change 
their minds and be willing to accept the principles and 
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obligations of the League, they should certainly be wel- 
comed. 


IV. Tue Essence oF THE CoLLecTIvE SysTEM 


HE central issue before mankind is that of collectivism 

versus anarchy in international affairs—both political 
and economic. Sooner or later the nations will learn 
the lesson, and will realise that not only is anarchy fatal 
to themselves, but even a loose association, like the League 
of Nations, and still more the Kellogg Pact, is an inade- 
quate bulwark against poverty and war. At the moment, 
unhappily, many of them are not, for one reason or 
another, willing to listen. Some are not willing even to 
join any form of League. None, or practically none, 
are yet ready to live up to the security provisions of the 
Covenant, such as Articles 10 and 16, on a world-wide 
scale. 

It is necessary, therefore, to deal with the world as we 
find it, and realise the best that is practically attainable. 
There is no doubt that the prospects of the League of 
Nations, almost irretrievably weakened by the abstention 
of the United States and Russia at the beginning, have 
been still further damaged by the withdrawal of Japan 
and Germany. Tosome extent the withdrawal of Germany 
has been due to her excessive tendency to identify the 
League with the victorious Allies, which made it seem like 
an instrument for giving effect to a stern peace. If that 
aspect of the League can be remedied—and the real remedy 
is the conceding to Germany without delay of her full right 
of equality—the League itself may be re-established as the 
instrument of European, if not of world unity. 

But it is clear that the road is likely to be long and narrow. 
If the League is to become the real centre of gravity in 
the world it will only be because it once more includes 
Germany and Japan and secures aiso a close association 
with the United States. 
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ROOSEVELT’S ROAD TO RECOVERY 


RESIDENT ROOSEVELT’S recovery program has 

encountered difficulties. They are not serious yet, 
because they are not wholly evident, but they may be 
serious before this article is read. It is time to take stock, 
to see how far along the way we have gone, and try to 
estimate what the near future has in store. From one point 
of view the events of the past do not matter much ; we are 
concerned with what lies ahead. Yet to a large extent 
these past occurrences will shape the character of con- 
troversy and action: and in another sense they tend to 
disclose the mind of the President, who, inspite of individual 
criticism and group complaint, still wields, with the appro- 
bation of an overwhelming majority of people, such power 
as no Chief Executive of the United States ever wielded 
before except in time of war. It is due him, therefore, and 
pertinent to our inquiry, to remind ourselves that on March 
fourth, when Mr. Roosevelt took office, there were thirteen 
and a half million industrial workers out of employment. 
Thirty million farm people, overmortgaged and overtaxed, 
were selling their produce for considerably less than the 
bare cost of production. On the day after his inauguration 
circumstances forced the President to declare every bank 
in the United States to be closed. Some forty-four 
thousand millions of dollars of deposits were thereby 
locked up—ten per cent. of which will never appear again— 
and a hundred and twenty million people were flat on their 
backs. It was nothing short of a national catastrophe, 
the greatest financial catastrophe in history. To that 
crisis the President brought courage when there was none, 
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Roosevelt’s Road to Recovery 
faith instead of despair, and a gallant eagerness to seize 


responsibility with both hands. Congress voted him all 
the powers which he requested, adding a few of their own 
invention for good measure, gave him control of vast 
Federal credits with which to carry out his plans, provided 
the sinews of economic recovery and set up the framework 
of social reconstruction. Having done all these things with 
great dispatch they adjourned and left the President to 
carry on. 

The problem of unemployment was the one to which the 
Administration, clothed with power, first addressed itself. 
Three hundred thousand young men were enrolled in the 
Civilian Conservation Corps at a moderate daily wage. 
They are engaged in clearing old forests and planting new 
ones, which in itself is a useful thing to do. The greater 
part of their pay is sent directly to their families and 
doubtless makes all the difference between existence and 
starvation in three hundred thousand homes. Congress 
also appropriated $500,000,000 for direct relief, and these 
dollars pass from the Federal Treasury into the hands of 
State officials who administer their quota according to 
need. In the months, March to September, some two 
million workers were re-employed in industry through the 
restoration of confidence and through the increased activity 
which arose partly out of speculation and partly out of 
replacement demand. During those same months, and 
more especially in the months of August and September, 
about a million seven hundred thousand others found work 
through the voluntary agreement of companies to reduce 
hours of labor and take more men and women onto their 
payrolls. Finally, in order further to hasten re-employ- 
ment, the President was given authority to spend up to 
$3,300,000,000 on public works, the mandate being that 
these projects should be of public importance, sound in 
conception, and self-liquidating if possible. Thus in the 
main the problem of unemployment has been attacked by 
the expenditure of government funds on a large scale. 
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The staggering burden of Federal debt, State, county and 
municipal debt, corporate and individual debt, secured 
and unsecured, presented the second most acute problem. 
The Administration, for good if not for valid reasons, but 
with deplorable debonair, proceeded to go off the gold 
standard. ‘That action had the collateral effect of reducing 
the burden of all debts contracted in terms of gold, including 
those of the United States Government, by as much as the 
new unsecured dollar might shrink in terms of gold. ‘Today 
so-called “ gold obligations,” estimated to amount to some 
$75,000,000,000, have diminished in gold value by about 
thirty-five per cent., and that’s that—unless and until the 
Supreme Court of the United States decides otherwise. 
Overburdened railroads are seeking friendly reorganizations 
under new legislation, overextended individuals are making 
legal compositions with a majority of their creditors, to the 
terms of which the minority must accede, and more than 
twenty thousand overloaded homes in the country and in 
the city have been saved from foreclosure by the inter- 
vention and financial assistance of the government. But 
the burden of debt on real estate, except as to the rate of 
interest, has not been permanently lightened by what is in 
effect a moratorium. Nor could the case have been other- 
wise ; for savings bank and life insurance company port- 
folios are full of first mortgages and no scheme-to reduce 
their dollar value is deemed tolerable. The only alter- 
native thereto, in the government’s view, is to hope for a 
rise in commodity prices and to assist it, thereby permitting 
the debtor in general and the agricultural debtor in par- 
ticular to pay off his dollar obligations with the proceeds 
of less goods and services. Obviously if wheat can be 
advanced from fifty cents a bushel to a dollar, the farmer 
can pay a dollar on principal or interest account with one 
bushel of wheat instead of two. And that result, in rough 
example, is what the Administration is aiming toward today. 

At this juncture it should be clearly stated that no one 
in the United States in full possession of his senses minim- 
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izes the gravity of the farm mortgage situation. ‘There 
are many who question the power to raise prices by the 
means employed up to now; there are others who feel 
that the farmer overbought land in boom times on a thin 
capital margin, and that he has no greater moral call on 
relief than the speculator in stocks ; there are still others 
who deplore the premium which the Administration’s 
program holds out to debtors, and the discount on thrift 
and investment which it implies. But against these intel- 
lectual and moral considerations stand the threadbare 
facts: thirty million people are in an appalling financial 
state. Orthodox economists, when they treat of agricul- 
ture, devote a few arid chapters to its place in society and 
secretly hope to high heaven that the farmer will be able 
to extricate himself again, as he sometimes has in the past, 
through the providential intervention of a crop shortage in 
Russia or a cattle plague in the Argentine. The President, 
on the other hand, seems to be profoundly concerned about 
the present plight of the farmer, and is vigorously employ- 
ing a number of unorthodox measures to improve his con- 
dition. The bias of this Administration is toward agricul- 
ture—perhaps it is merely the correction of a traditional 
bias among American statesmen and economists toward 
industry. At all events, that is one characteristic of the 
New Deal. General Hugh Johnson, administrator of the 
National Industrial Recovery Act, has been vice-president, 
general counsel and assistant general manager of the Moline 
Plow Works since 1929. Henry Morgenthau, Jr., a close 
advisor of the President on financial matters, and one of 
the small group present on October 30 when Mr. Roosevelt 
decided to enter the world market for gold—Mr. Morgen- 
thau has published the American Agriculturist for the past 
eleven years. And Professor Warren, whose monetary 
theories seem to be in the ascendancy today in the White 
House, has been head of the Department of Agricultural 
Economics and Farm Management at Cornell University 
since 1920. 
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II 


N October 22, in a now famous speech, President 

Roosevelt stated his aims. “ Ever since last March 
the definite policy of the government has been to restore 
commodity price levels. The object has been the attain- 
ment of such a level as will enable agriculture and industry 
once more to give work to the unemployed. It has been 
to make possible the payment of public and private debts 
more nearly at the price levels at which they were incurred. 
It has been gradually to restore a balance in the price 
structure so that farmers may exchange their products for 
the products of industry on a fairer exchange basis. It 
has been and is also the purpose to prevent prices from 
rising beyond the point necessary to attain these ends. 
The permanent welfare and security of every class of our 
people ultimately depends upon our attainment of these 
purposes.” 

If the unemployment situation called for the expenditure 
of a million dollars a day on the Civilian Conservation 
Corps, those fresh dollars also served to increase pur- 
chasing power and to put up prices. So did the allocation 
of five hundred million dollars for direct relief ; so did the 
re-employment of 3,6co,coo industrial workers. The 
gradual expenditure of $3,300,000,000 in public works (and 
of this amount $2,100,000,000 has already been allocated) 
should mean large scale buying in many branches of 
industry ; and by the speedy liquidation of banks which 
still remain closed, a thousand million dollars not now 
available to depositors can be put in their hands before 
January first. Cotton farmers have been subsidized to cut 
their acreage by ten per cent. in the hope that a crop re- 
duction may lift the price of cotton; millions of young 
pigs have been slaughtered and bought with government 


funds for relief purposes ; corn acreage and wheat acreage 
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have been reduced by contract with the government—all 
with the object of raising prices. Likewise those decisions 
of the President which have had direct foreign repercussions 
—four out of five of them seem to bear toward the same 
national objective. If going off the gold standard in April 
was deemed necessary in order to forestall another run on 
the banks, it also tended to put up prices. The declaration 
—the manifesto—which Mr. Roosevelt threw down to the 
World Economic Conference on July third destroyed pros- 
pects of an exchangestabilization which might have prevented 
commodities from going up. The invitation to Litvinoff 
to visit Washington was actuated, in part, by the hope of 
finding Russian buyers for farm machinery and cotton. 
And the most recent purchases of gold in European markets 
by the United States Government have been openly under- 
taken for the purpose of devaluing the dollar as expressed 
in goods. The fifth decision, involving Mr. Norman Davis’s 
withdrawal from active disarmament negotiations, seems 
to have little bearing unless, as the cynic suggests, the 
breakdown of negotiations toward peace is the surest of all 
ways—in the end—to send prices sky high. 

Speculative enthusiasm, aided by some purchasing to re- 
plenish stocks, carried the American commodity markets 
to high figures in July, but from these levels, in spite of 
the government’s aims, and in spite of all the indirect aids 
exerted by Washington, the average drifted slowly downward 
until in dollars it was only twenty-five per cent. higher than 
when Roosevelt began his Herculean labors, while in gold 
dollars it was substantially lower. With wheat selling at sixty- 
five cents a bushel in mid-October as against a dollar and 
a quarter in July, with a sellers’ strike of North Dakota 
farmers well organized and spreading to the nearby States, 
with open revolt in that section of the country against the 
National Recovery Administration, the government stepped 
into the wheat market and bought heavily over a period 
of days. Wheat rose with these purchases ; it declined when 
they ceased. Apparently a further stimulant was needed. 
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At all events on that night of October 22 the President 
addressed the nation over the radio, reviewing the record 
of the Administration and added to what has been quoted 
above three positive declarations : 


I do not hesitate to say, in the simplest, clearest language of 
which I am capable, that, although the prices of many products of 
the farm have gone up and although many farm families are better 
off than they were last year, I am not satisfied either with the 
amount or the extent of the rise, and that it is definitely a part of 
our policy to increase the rise and to extend it to those products 
which have as yet felt no benefit. If we cannot do this one way 
we will do it another. Do it we will. 

As a further effective means to this end, I am going to establish 
a government market for gold in the United States. Therefore, under 
the clearly defined authority of existing law, I am authorizing the 
Reconstruction Finance Corporation to buy gold newly mined in 
the United States at prices to be determined from time to time 
after consultation with the Secretary of the Treasury and the 
President. Whenever necessary to the end in view, we shall also 
buy or sell gold in the world market. My aim in taking this step 
is to establish and maintain continuous control. This is a policy 
and not an expedient. It is not to be used merely to offset a 
temporary fall in prices. We are thus continuing to move toward 
a managed currency. 

I would not know, and no one else could tell, just what the per- 
manent valuation of the dollar will be. To guess at a permanent 
gold valuation now would certainly require later changes caused by 
later facts. When we have restored the price level, we shall seek 
to establish and maintain a dollar which will not change its pur- 
chasing and debt-paying power during the ‘succeeding generation. 
I said that in my message to the American delegation in London 
last July. And I say it now once more. 


These utterances took the financial community by sur- 
prise. “Sound money”? men were bewildered by the 
reference to a managed currency; they questioned the 
extent to which the purchase of newly mined American 
gold could raise commodity price levels ; they looked with 
abhorrence at the idea of competitive depreciation of the 
currencies as the result of a competitive race for gold; 
and they read, in unmistakable terms, that the President, 


if need be, would resort to the printing press in order to 
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accomplish his end. “If we cannot do this one way we 
will do it another. Do it we will.” 

The more precise reasons why financiers were surprised 
to the point of being shocked were these : 

First : They had recent reason to think that Mr. Roose- 
velt had decided to follow a conservative course in mone- 
tary matters. A few days prior to October 15 the 
Secretary of the Treasury had offered approximately 
$1,900,000,000 principal amount of new ten to twelve 
year government bonds to the present holders of Fourth 
Liberty 44s, thus proposing to convert, prior to April 15, 
1934, about one-third of that issue outstanding. From 
the government’s point of view a substantial amount of 
interest would thereby be saved. To the investor’s eye 
the new securities contained certain ingenious features 
calculated to induce him to make the exchange, and the 
rate of interest was sufficiently attractive. Other circum- 
stances seemed to favor the success of the operation. It 
was widely reported that, during the week before, a com- 
mittee of “ inflationists” had been severely rebuffed 
in a conference with the President, and the very fact that 
the Treasury was attempting a conversion of this magnitude 
strongly suggested that the Administration had concluded 
that the time had come to attempt a gradual stabilization 
of the dollar. 

Second: Though they were well aware that the response 
to the Treasury’s conversion offer had been more than 
luke-warm, they did somehow expect that the President 
would give the operation more than a week to prove its 
success or failure before switching from the extreme of 
sound money to the extreme of fiat money. 

Third: They mstrusted an incomplete statement of 
monetary policy so evidently influenced by the unorthodox 
theories of Professor Warren, of Cornell, and Professor 
Rogers, of Yale. 

Up to this moment the Administration had been sub- 
jected to very little open criticism. Farmers had become 
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disgruntled again, but their condition had been materially 
improved nevertheless. Proprietors of the New York 
American, Chicago News, Kansas City Star and other daily 
papers professed to be anxious for the integrity of the 
republic, all because the National Recovery Administration 
would not write into the newspaper code a clause specific- 
ally guaranteeing the freedom of the press: but this con- 
troversy was more apparent than real. Wall Street bankers 
had been suffering sullenly from a “ persecution complex,” 
for the opportunities for commercial bankers are restricted 
by the 1933 Banking Act ; the hands of investment bankers 
are so tied by the new Securities Act that the future looks 
dark for profitable issues, and full of pitfalls and incar- 
ceration. But for reasons which have appeared in suffi- 
cient detail already in the press, the banking fraternity 
hardly had the heart to stand up for their lost “ rights,” 
and the occasional voice of protest against some very real 
flaws in the Securities Act was a feeble voice indeed. 
Industrialists had not liked some of General Hugh Johnson’s 
intimidating talk—Henry Ford in particular had not liked 
it. They were alarmed by the creeping strength of labor 
under the new system of codes, and some of them were 
finding it difficult to pay out more wages and still make 
company ends meet. But on the whole, having signed 
these codes, they were loyal to their signatures, and they 
were disposed to follow the President’s lead. 

‘“‘ Inflation,” however—that was an issue that roused 
men to the core. City people who had already felt the 
pinch of rising prices became alarmed overnight for the 
future. Economists pointed out the consequences of 
such a step. Internationalists took alarm at the hostility 
that would be awakened abroad by the purchase of free 
gold. Old newspaper men sniffed the smoke of 1896 in 
their nostrils. Al Smith, writing for the New Outlook, 
attacked the Administration’s monetary policy: Walter 
Lippmann, in the New York Herald Tribune, parted 
company with the President on this point. The American 
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Legion in convention had passed a sound-money resolution : 
the American Federation of Labor had taken a formal stand 
against inflation. Finally, one week after Mr. Roosevelt’s 
speech, the Republican National Committee fired its first 
gun against the President’s record and actions—the first 
open breach of the informal truce which has existed since 
March fourth. It is impossible to hazard a guess as to the 
steps which the President has in mind: but there is no 
doubt as to his principal object, and no doubt of his deter- 
mination to achieve it by any necessary means. There is 
also little doubt that from now until spring or longer the 
United States, for the fourth time in its history, will be the 
arena of bitter battles over monetary policy. 


Ill 


HE appearance of this cloud, much bigger than a 

man’s hand, has galvanized into speech all those 
many people who believe that a world-wide recovery 
began in 1932, that the strong-arm methods so far employed 
by Mr. Roosevelt have sufficiently offset the effects of our 
banking collapse in March, that we should now stop the 
bread and circuses, settle in, stabilize the dollar, reduce 
government expenditures, and if necessary make a com- 
position with agriculture by paying out a straight dole to 
marginal farmers. In other words, England’s record and 
England’s recovery point the way. There is certainly much 
to support this view, for in the late spring and early 
summer, freed from the worst of its fears, business went 
ahead by leaps and bounds. Statements, just published, 
reporting company earnings for the quarter ended Sept- 
ember thirtieth, are in almost every instance more favor- 
able than those of 1932; in many cases they are better 
than 1931, and in a few instances the improvement is 
astounding. Results for the current quarter will be poor 
by comparison, both because of seasonal influences, and 
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because of over-stimulated buying during the summer 
months: but business activity will increase after the turn 
of the year, and this normal increase will be accelerated 
to an extent which we do not fully appreciate by the 
government’s vast program of public works, the freeing 
of funds in banks, and the end of prohibition. Here is a 
turnover, they say, of about $7,000,000,000 coming within 
the next few months as surely as day follows night. The 
government is advancing money to the railroads to buy a 
million tons of rail and track fastenings : the Pennsylvania 
Railroad is undertaking a second huge electrification pro- 
ject: and so it goes. Special taxes from liquor should 
bring in a thousand million dollars, corporate taxes will 
rise with better trade, unemployment drains on the 
government purse will be reduced, and after a brief time, 
the “ extraordinary budget ”—the national deficit budget 
—will disappear. 

I suspect, however, that in spite of these powerful argu- 
ments put forward by sound-money men, some measure of 
inflation is close upon us. The political pressure from 
the western States is very great, the economic strain of 
the private debt structure is severe, the Administration 
has made exorbitant demands on the national credit, and 
that credit is not so high as it was a month ago. Govern- 
ment bonds have declined substantially since the President 
declared his policy: and during the past few weeks the 
Treasury has been forced to pay progressively .10, .14, .17 
and .22 per cent. per annum for ninety day money. It is 
possible that the fact of the slow decline of the dollar 
against gold currencies will in itself conjure up the spectre 
of uncontrolled domestic inflation, and this alone may 
bring about the commodity price rise on which Mr. Roose- 
velt has set his seal. If this expedient fails to work, the 
issue of a moderate amount of currency backed by silver 
might produce the same desired result. So the gentlemen 
learned in these matters tell us: though it is hard for 
laymen to understand why the issue of currency based on 
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the national credit and backed by silver should be deemed 
to dilute a currency based on the national credit alone. 
Lastly, like the unmarried mother who defended herself 
to Mrs. Easy with the plea that her baby was “such a 
little one,” Washington may announce some day during 
the winter just a little issue of fiat money. After all, 
between the fiat credit which we now have and the fiat 
dollar bills which we may get, there is little difference 
except in the instructions given to the Bureau of Printing 
and Engraving. If this should happen, the frantic questions 
then will be, will the President control this thing? And 
can he? As for his determination, there can be no doubt. 
He has promised to manage the dollar against any undue 
fall as clearly as he has promised the fall itself. As for his 
courage to do what will then be the unpopular thing, 
witness the way he cut the salaries of government employees 
in the spring and slashed the allowances granted to war 
veterans. Witness his trip to Chicago in September to 
face the American Legion and to ask their continued co- 
operation—a trip and a speech against which every old- 
time politician warned him. As for the power to stem 
inflation—it is well to bear in mind that the United States 
gold reserve is immense, that the country is still a creditor 
country, that its national resources are almost illimitable, 
that the national debt even today—some $24,000,000,000 
in all—is ten per cent. less than it was at the end of the 
war, and that, given normal times, the United States could 
pay interest and amortization on a funded debt of ten to 
fifteen thousand million more and still enjoy prosperity. 
“It is true,” says Professor Seligman, of Columbia, “ that 
there may be in store for us a larger issue of paper currency 
and that, too, before very long. But this need upset no 
one. If it comes about, it will be primarily in order to 
pacify the farmers oppressed by low prices and the burden 
of debt. : 

“‘ The farmers will find, however, that while prices for 
their products rise, the cost of the things they buy will 
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also rise. Is it not probable that as this fact comes home 
to them their enthusiasm will lag? Meanwhile the oppo- 
sition may be expected to gather strength so that, lacking 
the primary urge to further inflation, the movement will in 
all likelihood be arrested. 

“Nor need any one fear budgetary inflation on the 
ground that the government is spending huge sums and 
borrowing the money to do so. To do otherwise is to deny 
the legitimate use of credit. So long as interest and 
amortization on what the government borrows can be paid 
out of current revenue in the ordinary budget, the process 
is fiscally unexceptionable.” 


IV 


A VALIANT effort is being made here in the United 
States to hasten recovery and bring about certain 
fundamental social changes. Industrial recovery, the older 
economists maintain, must begin “ at the top”; profits 
and the prospect of profits must precede re-employment 
and must be the forerunner of capital investment and 
industrial expansion. The President believes that this 
particular industrial recovery—if it is to take place at all 
—must begin at the bottom: that a nation-wide program 
of re-employment regardless of profits will create pur- 
chasing power, and that the purchasing power so applied 
will stimulate production and restore trade to profitable 
levels. It would be preposterous to try to make a sober 
forecast of the future, especially today when the American 
experiment is entering upon a critical phase. Nevertheless 
these times invite speculation, in opinions as well as in 
commodities, and perhaps it is not a reprehensible diversion 
to hazard a few guesses. Guesses they are. 

After some months of bitter controversy, and after 
flailing about with the purchase of free gold, emergency 
embargoes against the importation of certain goods and 
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against the exportation of capital, and after a degree of 
inflation that will temporarily carry prices higher than the 
now sacred 1926 level, we shall settle down with a dollar 
depreciated in its gold content by about fifty per cent. 
and with a temporary management of currency that will 
prevent too wide fluctuations around this new gold base. 

The American picture will assume a somewhat different 
pattern, and within that pattern certain separate figures 
will be discernible. 

New York will no longer be, or threaten to be, the finan- 
cial center of the world. Owing to the inadequacy of our 
bankers, and in some cases to their startling delinquencies, 
New York institutions have suffered a blow from which 
they will be slow to recover. The opportunity which was 
laid on the laps of our financiers, the opportunity which 
only a child could miss, was muffed in the mad scramble 
to get rich over night. 

Labor organizations, with swelling numbers and with 
new powers acquired and consolidated under the emer- 
gency codes, will increase in influence and the scope of 
American industry will be restricted accordingly. 

Within certain important industries—steel, chemicals, 
coal, cotton, copper and the like—the collaboration of 
company heads in writing codes and in working out new 
techniques of survival, competition, exchange of processes 
and profit making will lead to the loose but effective per- 
petuation of units of industry which in some respects will 
supplant and in other respects supplement the principle 
of separate corporate action. 

The government will keep a direct hand only on such 
businesses as it is deeply enmeshed in—the railroads perhaps. 
It will maintain a benevolent relationship to the new 
industrial régime, gradually remitting control to appro- 
priate non-governmental associations, and intervening only 
as between producer and consumer or between better 
integrated capital and better integrated labor. 

Lastly, in that new order which is here already, the 
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creditor class will have less wealth and the debtor class 
will have less debts. Life in the United States will be less 
violent. There will be more leisure and fewer fortunes : 
there will be limits to the play of greed and limits to the 
course of fear. For these are the consequences of remem- 
bering “ the forgotten man”; this is what happens when 
the orthodox economists are outmoded and recovery is 
achieved not from the top down but from the bottom up. 


The United States of America. 
November 3, 1933. 





JAPAN’S BID FOR WORLD TRADE 


HE recent commercial expansion of Japan is but 

one aspect of the modern tendency of all vigorous 
peoples to engage in manufacturing industry and foreign 
trade and to aim at such a measure of economic self- 
sufficiency as their natural resources will permit. But in 
the case of Japan that tendency has manifested itself in so 
strong a form that one is apt to regard it as something 
isolated and special, so that it is advisable, when studying 
her recent astounding advances in the economic field, 
first to relate them to world-wide movements and only 
at a later stage to examine them with a view to picking out 
features peculiar to Japan. 

Nobody who has travelled lately in the East can fail 
to be impressed by the immense influence which indus- 
trialism is exercising equally upon the most disparate of © 
oriental peoples. The operations of manufacture and 
trade offer to them an outlet for their energies and, it 
should be added, a means of satisfying their racial pride 
in competition with the older industrial nations of the 
West. This is a factor which should not be overlooked, 
for though the industrial and mercantile leaders of the 
East may endorse the doctrine that international commerce 
should be composed of mutual blessings, the rank and | 
file certainly look upon it as a kind of battle, in which they 
are fighting for the national cause. Meeting and talking 
to Japanese and Chinese manufacturers and traders one 
cannot escape this impression. One feels that revenge 
is now being taken for the ancient conquests of the East 
by the West, that our mechanical weapons are being turned 
against ourselves, and that those who wield them do so 
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with greater enthusiasm and with greater faith in their 
efficacy than their modern opponents. Return from a 
sojourn in the East to Europe or America, and you will 
find your friends casting doubts upon the advantages 
of industrialism. You will see the merchant escaping 
from his office to lead the contemplative life, the manu- 
facturer fleeing from the noise of his machines to rural 
solitude. Their Eastern counterparts seem to have no 
misgivings. They have abandoned their traditional ways, 
put off the meditative habit, and derive from noisy factories 
or feverish boardrooms the same peculiar satisfaction 
that made the world seem so agreeable to our Victorian 
forefathers. Thus we find not only Japan, but also 
China and India, turning their energies to industry and 
competing bitterly with the older industrial countries, 
aided in their struggle by labour which is content with a 
relatively small reward, and which at the same time is 
on the whole industrious and obedient. 


I. Tue Reasons For JAPANESE Success 


LL these phenomena are exhibited by Japan in an 
almost exaggerated form; and from that point of 
view alone it is worth while to examine closely the reasons 
for the special success which has attended her efforts to 
build up an industrial State. These efforts have a lengthy 
history, but it will make for simplicity to pass over the 
early period, merely observing that the Japanese Govern- 
ment have for more than sixty years followed a consistent 
policy of fostering industry and trade, and that the success 
of that policy has been in a large measure due to two factors 
—the strong national feeling of the Japanese and their 
respect for authority, a habit perpetuated from the feudal 
age, which did not come to an end until the second half of 
the nineteenth century. 
This is the historical background. Coming to more recent 
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times, it may be said perhaps that the present phase of 
Japan’s industrial expansion commenced with the European 
war, when, thanks to the preoccupation of other industrial 
States, she was able to make vast profits in foreign trade, 
to secure a foothold in new markets and to extend and im- 
prove her industrial equipment. Since then she has had her 
ups and downs. There have been slumps, as in 1920, the 
earthquake disaster in 1923, a financial panic in 1927, a 
severe trade depression in 1930, and serious troubles caused 
from time to time by fluctuations in foreign exchange. But, 
by and large, these intermittent spells of adversity have 
only served to purge and strengthen the industrial organism. 
Even the great earthquake, though it involved dreadful loss 
of life and property, probably on balance acted as a stimulus 
to greater efforts, of which concrete evidence may be seen in 
the tall buildings and wide streets of reconstructed Tokyo. 
Similarly, in 1930, the deflationary policy of the late Mr. 
Inouye, the Finance Minister, though it certainly inflicted 
great hardships upon many branches of industry and trade, 
.had the effect of forcing reforms upon manufacturers and 
merchants. A powerful “ rationalisation” movement was 
set on foot, in which both Government and industrialists 
took part. In the leading industries there was a strong 
effort to improve manufacturing technique and factory 
organisation, while deflation, by reducing prices’ in yen,* 
permitted some reduction in wages. These were difficult 
times for Japanese manufacturers and exporters, and there 
was a persistent outcry for the restoration of the gold 
embargo and a return to the easier conditions of inflation. 
These hard times continued until the end of 1931, when 
with a change of Cabinet the Government’s financial 
policy was reversed and the embargo upon gold exports 
restored. But the salutary influence of the hard times 
persisted and began to show its effects fairly soon in the 
year 1932. 

Among the first results of the reimposition of the gold 

* The yen at parity was equal to 2s. o}d. ‘To-day it is equal to 1s. 2}d. 
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embargo was a sudden fall in exchange. Taking 100 units 
as the gold parity of the yen, its foreign exchange value in 
terms of gold currencies fell from 100 in December, 1931, to 
little more than 40 in December, 1932. The effects of this 
decline upon Japan’s export trade were spectacular. In 
the first place, a number of important concerns had, in the 
autumn of 1931, anticipated the Government’s policy and had 
bought United States currency with yen at parity. Later, 
as the exchange fell, they either rebought yen or with their 
gold dollars purchased large quantities of raw materials, 
notably raw cotton. Consequently, at the beginning of 
1932 many of the leading industries had stocks which 
they could afford to manufacture and sell at an extremely 
low price, even in yen, and at almost unheard of low prices 
in a gold currency. But this was not all. Although the 
foreign exchange value of the yen fell steeply, its internal 
purchasing power remained unchanged. Indeed, during 
the earlier part of 1932 internal prices actually began to 
fall. The effect of these conditions upon Japan’s com- 
petitive power in foreign markets was stupendous. 

Quite apart from the temporary advantage of raw 
materials bought at favourable exchange—an advantage 
which ends when the raw materials are consumed and 
must be replaced—there was a permanent advantage which 
may be expressed as follows:—For 100 gold units of 
foreign currency in December, 1931, the manufacturer 
could supply goods for export worth roo yen. But for 
100 gold units in December, 1932, he could supply nearly 
250 yen’s worth of goods. In other words he could, without 
diminishing his receipts in yen, reduce his prices in a gold 
currency in the ratio of 250 to 100. This advantage alone 
‘is enough to account for the flood of Japanese exports 
which steadily mounted as exchange fell, and reached its 
height towards the end of 1932. 

But there were other factors in addition to exchange 
which accounted for the success of Japanese exporters. 
Exchange advantages tend to work themselves out as 
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internal prices adjust themselves to external prices. In 
Japan, however, there were special conditions. In the 
first place, as we have already said, the internal price level 
in Japan did not rise, and it is chiefly this fact which has 
been overlooked abroad and has given rise to accusations of 
“dumping.” ‘The chief reason why internal prices did 
not rise is that Japan is practically self-supporting in 
respect of foodstuffs. Since she does not need to buy 
food abroad, the exchange value of her currency does not 
affect its purchasing power at home. Indeed, the price of 
the staple foodstuff, rice, is governed by the domestic 
supply; and during the first part of 1932 the market 
price of rice not only did not rise, but actually fell, until 
by the middle of the year it was as low as in 1931 and lower 
than in 1930. The increased cost of consumer’s goods 
imported from foreign countries was not enough to raise 
the general domestic price level, and consequently there 
was no strong influence at work forcing employers to . 
raise wages. ‘The whole benefit of depreciated exchange 
could therefore be used in reducing export prices. 

Given these advantages, at a time of world-wide economic 
depression when purchasing power had fallen in almost 
every country, the Japanese did not fail to make the fullest 
use of them. Their total exports increased in value from 
1,180 million yen in 1931 to 1,518 million yen in 1932. This 
is not a remarkable figure in comparison with previous years, 
but it means that, while other countries were struggling to 
retain their export trade or were actually losing it, Japan 
was making advances, and was keeping her workpeople 
employed. The volume of Japanese exports during 1932 
and 1933 to date has been much exaggerated. Indeed, 
there has probably been very little increase. What has 
called world-wide attention to Japanese competition is 
chiefly the low prices of her exports ; but also their appear- 
ance in bulk in foreign markets which Japan had hitherto 
not fully exploited. This in its turn was brought about 
by political conditions in China, which drove Japan to‘find 
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elsewhere buyers for goods which the Chinese, thanks either 
to their boycott or to their falling purchasing power, 
declined to take. Thus it has been pointed out that 
though in 1932 Japan lost 120 million yen’s worth of trade 
with China she made up this loss by gains in other markets, 
as follows :-— 
Million yen 
British India .. ee .* + 63 
Dutch India .. 3 E <a 


Egypt .. st bs ig - 12 
Australia ow te +n sls II 


East Africa... ee a ss 5 


giving a total of 125 million yen. 

Though it is clear that Japan’s trade expansion has in 
volume not been remarkable during the last year or two, 
there can be no doubt as to the intensity of her com- 
petition, and it is this which has aroused a degree of 
animosity, not unmixed with admiration, all over the world. 


II. Toe Cuarces AcainsT JAPAN 


*T“HE consumers of Japanese goods in foreign markets, 

consumers whose purses are very thin, have had reason 
to bless Japan. The sellers of raw materials such as cotton, 
wool, rubber, etc., have seen their falling markets supported 
through heavy purchases by Japan. But Japan’s com- 
petitors in foreign markets, whether other exporters, or 
local dealers, or domestic producers, have seen their 
businesses threatened or even destroyed by the inrush of 
Japanese goods at low prices. From all parts of the world 
there have been levelled at Japan accusations of duniping 
and other forms of unfair competition, of sweated labour, 
of official subsidies and of deliberate governmental action 
to depress exchange. It is important to examine these 
charges, so as to understand thoroughly the nature of 
Japan’s competition, for only when it is thoroughly under- 
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stood can it be decided whether it is in the long run in- 
jurious and, if so, how it should be dealt with. 

If we take first the allegation of “ dumping,” it will be 
found that, assuming “dumping” to mean selling abroad at 
less than cost, no important cases of such action have been 
proved, with the possible exception of cement and perhaps 
one or two small items. It is now generally admitted by 
those in a position to investigate, that, in general, Japan 
has been conducting her foreign trade at a profit—often 
a small profit, it is true, but still a profit. 

Similarly with subsidies. Subsidies are granted to 
industry, trade and shipping by the Japanese Government, 
but they are not remarkable in amount and they are 
certainly not enough to justify an assertion that Japanese 
exports depend upon subsidies. The leading manufacturing 
industry of Japan, her textile industry, certainly receives 
no subsidy, direct or indirect, worth mentioning. 

As for the conditions of Japanese labour, opinions differ, 
but it would certainly be most difficult to prove that it is 
either sweated or oppressed. Japanese workpeople suffer 
from the abuses common to all industrial societies, but if 
it were possible to measure contentment or satisfaction it 
would certainly be found that, relatively to the standard of 
living prevalent throughout Japan, they are as well off as 
their fellow workpeople in most other countries. There 
has been a good deal of foolish talk about the “low” 
standards of living in Japan. It is true to say that the 
Japanese, of nearly all classes, have a very simple standard, 
which requires few material possessions, and can be main- 
tained on an inexpensive diet ; but it does not follow that 
they are not enjoying a civilised, or indeed an elegant, 
mode of existence. It is our Western habit to look upon 
a multiplicity of things as the measure of happiness, but 
so far the Japanese have managed to retain a good deal 
of that traditional good taste which enables them to 
combine simplicity and happiness. Any vunprejudiced 
observer has to admit that workers in Japan seem to be 
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fully as healthy and happy, as clean and self-respecting, 
as workers elsewhere. It is obvious that the reason for 
low costs of production must be sought elsewhere than in 
wage slavery. Efficiency of management and of labour 
certainly plays a great part, and it would be well for com- 
petitors of Japan not to make the old mistake of putting 
their trust in some imagined superiority of the Western 
operative. ‘There are, no doubt, many respects in which 
Japan falls short, and it is even probable that the lead in 
efficiency over Lancashire, which the Japanese cotton mag- 
nates claim is due to the fact that Lancashire is too advanced 
and specialised for present economic conditions, which in 
most parts of the world allow the purchase of only cheap 
commodities. Yet the sad fact remains that, in present 
circumstances, Manchester is being hopelessly beaten by 
Osaka, and it must be faced. 

But even the most inexpensive and diligent labour, 
under the most skilled direction, is not alone sufficient to 
account for the tremendous inroads which Japan has made 
upon the trade of her competitors. There is no doubt 
that, without a very considerable exchange advantage, she 
could not have done what she has done—increased her 
trade in a period of world depression, climbed over high 
tariff walls, and at the same time supplied the world’s 
markets with goods which, taken all round, have vastly 
improved in quality over Japanese exports of a decade ago. 
It is this exchange advantage (varying with the market 
from 50 to 100 per cent.) which gives certain legitimate 
grounds of complaint to those injured by Japanese com- 
petition, for the depreciation of the yen, though not deliber- 
ately contrived by the Japanese Government, is at least a 
natural consequence of Japanese policy. The yen has 
fallen largely because other countries lack confidence in 
Japan. They look with disapproval upon her expansionist 
movement, and with concern upon her growing expenditure 
upon military undertakings in Manchuria, and the further 


equipment of her army and navy. This expenditure has 
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forced the Japanese Government to raise loans in order 
to meet alarming budget deficits; and these impending 
deficits have caused an anticipatory fall in the exchange 
value of the yen. It can scarcely be wondered at that 
countries which have disapproved of Japan’s foreign policy 
should feel particularly aggrieved by successes in foreign 


trade which can be directly traced to the very acts that 
they condemn. 


III. Competition aNd DisARMAMENT 


T now remains to consider what steps, if any, ought to 

be taken by the aggrieved countries to protect them- 
selves against the full force of Japanese competition. It 
might be argued that Japan is doing a service to im- 
poverished peoples by selling to them at low prices the 
surplus fruits of her industry and skill. On a long view 
this may be right; but it is of no satisfaction to those 
producers or merchants in other countries who find their 
markets captured, their livelihood gone. It seems inevit- 
able that some steps should be taken to protect existing 
interests, whether mercantile or industrial. The first 
move in this direction seems to have been made by the 
Philippine Islands, in October, 1932. ‘There the Legis- 
lature met the exchange difficulty by calculating ad valorem 
duties, not on the current exchange value of the invoice 
price, but onits par value. This was done chiefly for revenue 
purposes, but it is not necessarily sufficient for the pro- 
tection of domestic industries where they exist. Other 
countries appear to have taken similar steps, under existing 
legislation; but in the British Empire, owing to treaty 
obligations, it was not possible to use discrimination against 
Japan, and without discrimination there was no means of 
checking the inflow of Japanese goods. Accordingly, early 
in 1933, the Anglo-Japanese commercial treaty was 
denounced by His Majesty’s Government in respect of 
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West Africa; and in April, 1933, the Indo-Japanese con- 


vention of 1904 was denounced. 

The immediate result of these measures was to raise a 
storm of indignation in Japan, and to focus upon Great 
Britain all the hostile sentiment that had been brewing 
since the League of Nations first intervened in the Man- 
churian affair. Through a most unfortunate sequence of 
events, the Japanese public had come to form the opinion 
that it was Great Britain who was thwarting Japan’s 
aspirations at every turn. Great Britain was the moving 
spirit in the League of Nations and in disarmament. The 
Lytton Commission was headed by an Englishman. Great 
Britain proposed an arms embargo aimed at Japan. Great 
Britain now was instructing all parts of the British Empire 
to join in an economic boycott of Japan. Unfounded as 
these suspicions may be, they were genuine enough, and 
Englishmen living in Japan marked with regret a rapid 
deterioration in Anglo-Japanese relations. Making every 
allowance for temporary excitement, it seemed as if a new 
phase in Far Eastern politics had been reached. The 
extreme Japanese point of view was that the Western 
world was striving to suppress Japan, to prevent her 
expansion, whether cultural or political or commercial, in 
any direction whatever. People talked openly of a defen- 
sive war, and it is certain that feeling for a time ran very 
high. It was no doubt deliberately stimulated by the 
industrialists who stood to lose by tariff action taken 
abroad against Japan, and probably the military party were 
not displeased to find a new target for the aggressive 
nationalism which they are pleased to foster. But there 
was an undercurrent of genuine alarm, and the average 
Japanese can scarcely be blamed for thinking that his 
country was being made the victim of such an 
Einkreisung as Germany complained of before 1914. The 
analogy is worth considering by students of world 
politics. 

Underlying these sentiments there was a pardonable 
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resentment, among even the most moderate Japanese, at 
the thought that their really substantial advance in in- 
dustrial and mercantile technique, their diligence and their 
discipline, should have brought them, not the world’s ad- 
miration, but a concerted resistance to their efforts to climb 
out of the world-wide economic depression. 

On the other side of the picture is the disorganisation 
caused by the invasion of Japanese goods. Markets have 
been depressed by their low prices, existing organisations 
for distribution upset, and the internal industries of foreign 
countries have been in danger of destruction because of the 
competition of Japaneseimports. Perhaps the best example 
of this last feature is the case of India, where the native 
millowners have forced their Government to increase the 
duty upon Japanese cotton goods from 25 per cent. to 
75 per cent., and where negotiations have been in progress 
with a view to reaching some agreement with Japan by which 
her textile exports to India shall be reduced to some agreed 
quota. 

It cannot be said that the Japanese Government have 
failed to realise the gravity of the situation. They have 
done a good deal to remedy it, by opening new treaty 
negotiations with India and by agreeing to unofficial con- 
versations between Japanese and English industrialists, 
designed to bring about some kind of market-sharing. They 
seem to have admitted the principle of voluntary restriction 
of exports by means of government control, and they have 
shown a tendency to take administrative action with a view 
to increasing prices. They have met with considerable 
opposition from their own industrialists, and the problem of 
Japanese competition is far from being solved. Much 
depends upon the outcome of the negotiations now in pro- 
gress in India, and much upon willingness to compromise 
elsewhere. It is important for us to recognise that Japan 
buys freely in British Empire markets—wool, cotton, rubber, 
etc.; and there is some danger that, if she is pressed too 
hard, she may make some temporary sacrifice in order to 
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develop alternative sources of supply elsewhere. She was 
last year the largest buyer of Australian wool, as she is the 
largest buyer of Indian cotton. It would be unfortunate if 
Japan were to gain the impression that, since Ottawa, an 
Empire bloc was working against her, for it would emphasise 
a tendency, already apparent, to enter into closer trade 
relations with countries outside the Empire. 

It would be unfortunate from a commercial point of 
view, but also from the point of view of world politics. The 
recent trade expansion of Japan is but one aspect of that 
search for an outlet for her national energies which com- 
menced in 1868. She has been checked many times, and no 
doubt she will resent any attempt to restrict her com- 
mercial activities which does not take into account her 
growing needs—her population increasing by one million 
each year, for which she must find employment and sub- 
sistence. It is therefore safe to say that the results of the 
treaty negotiations in India, and of subsequent attempts to 
reach a solution of trade difficulties in other parts of the 
world, will have a most important bearing upon the Japanese 
Government’s attitude towards questions of disarmament 
and naval ratios. 

There are many difficulties ahead. The Japanese people 
are in a mood of somewhat aggressive nationalism ; their 
industrialists are stubborn ; but the Japanese Government 
seem to be prepared to display a fairly accommodating 
spirit in treating the present economic problem, and if they 
are met in the same spirit it ought not to be impossible to 
reach arrangements which will, by ensuring some reasonable 
division of trade, remove from the minds of the Japanese 
the feeling that they are being deliberately isolated. One 
hopeful factor is that, given fair opportunities, Japan’s 
exchange should improve, her internal price level rise, and 
thus restore her competition to something nearer a normal 
basis. Alternatively, if her foreign trade is drastically reduced, 
whether by tariffs or quotas, her earnings will be so 
diminished that her exchange may collapse and she may be 
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forced to devalue the yen, in emulation of the procedure 
of France. The result of this would be, without doubt, a 
further invasion of foreign markets, which, though it might 


not last long, would cause further and serious disturbance 
to world trade. 





BRITISH COMMONWEALTH 
RELATIONS 


HILE, in the tremendous shipwreck of the Great 

War, empires, institutions and ideas irrecoverably 
foundered, the British Commonwealth of Nations—al- 
ready more an institution than an empire, and now more 
an idea than an institution—somehow remained afloat. 
The vessel that survives, it is often alleged, is a wreck 
scarcely worth salvage; tide and weather will soon 
demolish the leaky fabric of her separating timbers. Naval 
supremacy, declare the self-titled Cassandras, is gone for 
ever; the Dominions use the attenuated British connec- 
tion merely to square their commercial books; Canada 


falls under the shadow of the United States; India will 
soon be lost; Ireland is in barely dissembled revolt ; 
South Africa has repudiated even the flimsy tie of union 
under an indivisible Crown. To such observers, the post- 
war Imperial Conferences have been donkey-engines pumping 
water from a hull which fills twice as fast as they empty 
it, and which must eventually sink. 


I. Tue Toronto ConFEerENCE 


HEN, therefore, there assembled at Toronto in 

September a conference on British Commonwealth 

Relations, under the auspices of the Royal Institute of 

International Affairs and its sister society, the Canadian 

Institute of International Affairs, the first task of the 

delegates was to assess the strength and integrity of the 
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Commonwealth in the world of to-day. The durability 
and reality of such an association are to be measured by the 
faith of its members in its continuance. To the extent 
that they are sceptical about the permanence of the con- 
nection, or doubtful of its value, the connection itself is 
immediately loosened. On the whole, the test gives re- 
assuring results. The course of political and economic 
nationalism pursued by the Dominions, the centrifugal 
constitutional development of recent years, exaggerate the 
sense of dissolution among the peoples of the Common- 
wealth. That was, perhaps, the most striking conclusion that 
emerged from the deliberations at Toronto. ‘Though the 
Conference witnessed plenty of argument and dissension over 
this or that point of constitutional law or administrative 
organisation, there was a unanimous belief among the repre- 
sentatives—quite unofficial but influential—of five self- 
governing units of the Commonwealth, and of India, that 
the British Commonwealth ought to endure, and that it 
would in fact continue to hold its place among the Powers 
of the world. One Dominion delegate, who went, he con- 
fessed, ready to resist any attempt at artificially cementing 
the fragments of an empire in dissolution, was taken aback 
to find no delegate from any other Dominion harbouring 
in his mind the hypothesis that the Empire was breaking 
up. Weare inclined to take the extremist as representative, 
and thus to assume that the average citizen of some other 
member-nation does not share our faith in the value of the 
Commonwealth. When we have an opportunity to dis- 
cover his real views, we find that the opinions he expresses 
are based largely on the assumption that we ourselves do 
not share his own fundamental faith. 

The character and development of opinion in Canada 
may be taken as illustrative. The neighbourhood of a 
great country from which, geographically and economically, 
she has almost no natural boundary, has strengthened the 
spirit of nationalism among the people of Canada and 
heightened its negative aspects. The cultivation of Can- 
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adian nationality has coloured every phase of the Dominion’s 
political history. To be British was too mild a retort to 
the seeping influence of the United States; to be Cana- 
dian implied, besides not being merely American, not being 
merely British either. ‘The inclusion of the French people 
of Quebec, and the foreign origin of many of the western 
settlers, emphasised the non-British side of Canadian 
nationalism. Sheltering under the lee of the United States, 
and separated by broad oceans from every other country, 
Canada has developed, among a considerable section of 
her people, a pacifist isolationism no less striking than that 
of the United States herself. For these reasons, Canadian 
opinion has been openly suspicious of every connection 
with the United Kingdom which might lure her into the 
latter’s international entanglements, or causethe Dominion’s 
policy on any issue to be influenced by that of Whitehall. 
Canadian statesmen and leaders of public thought, there- 
fore, have been to the fore in the movement of constitutional 
and administrative devolution within the Commonwealth. 
They have now achieved what they sought, and, although 
they retain their fear of international engagements, to 
which an independent Canada might not have been party, 
they are ready to express their belief in the capacity of the 
British Commonwealth to serve the international purposes 
they hold dear. Canadian nationalism having once been 
asserted and recognised, its British character may be made 
plain. 

But what of Ireland? Or of South Africa? Ireland, 
we sometimes forget, is a mother country of the Common- 
wealth. There are far more people of Irish descent in the 
new world than in Ireland itself, and we must consider 
them along with the inhabitants of the green isle when we 
discuss the attitude of Ireland towards the Commonwealth. 
Those Irishmen of the new world, indeed, have furnished 
many of the nationalist and socialist extremists of the 
Dominions, and they supplied Sinn Fein with the sinews 
of war. On the other hand, their acceptance of the Free 
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State has been as decisive as their rejection of Union. 
Even in Ireland itself, where the sores of old wrongs fester 
and corrupt, the strength of sentiment in favour of the 
British connection has yet to be proved inferior to the 
forces that oppose it. The emphasis now laid on the 
purely commercial advantages of the connection is not 
entirely the fault of the Irish. Although the lingering 
sores may take long to heal, we are entitled to hope that 
if we lose Ireland it will be only to gain her, just as in 
our relations with the other Dominions we have lost vassals 
to gain partners. One vital fact, which not even the 
extremist leaders of the Free State can burke for ever, is 
that effective membership of the Commonwealth is the 
only possible condition on which the Six Counties may 
conceivably be amicably joined with the South. 

South Africa presents the problem of an alien race, in 
a measure embittered by past conflict with the British 
power. Yet just as in Ireland the acutest strain is not 
between the Free State and the United Kingdom, but 
between one section of the Free State people and another, 
so in South Africa since the Union the sharpest cleavage 
of opinion has been between Afrikander and Afrikander, 
not between the English population and the Boers. Fra- 
ternal disputes of that kind heighten and exaggerate differ- 
ences of opinion ; the nationalist South African, when he 
is expressing his real faith, not just arguing with political 
opponents, may be heard expressing belief in the poten- 
tialities of the British Commonwealth for good. It is not 
the Commonwealth so much as the United Kingdom that 
is the object of his suspicion. The coalition of the parties 
of General Smuts and General Hertzog may well presage 
a new era of community of opinion on this vital issue. 
The difference, after all, between a loyalist and a nationalist 
South African is much less than the difference between a 
flag-waving diehard in England and an anti-imperialist 
Labour leader; yet even were the latter in office the 
loyalty of the people of Great Britain to the British Com- 
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monwealth of Nations would not be generally doubted. 
Whichever way we turn, we find a real faith at least in the 
potential future of the British Commonwealth. One of 
the reports of the Toronto Conference recorded the unani- 
mous “ sense of the value of the Commonwealth, both for 
its own members and for the world as a whole, and of the 
need for the promotion of its influence in world affairs.” 


II. THe CoMMONWEALTH AND THE COLLECTIVE SYSTEM 


SEARCH for the approrriate constitutional forms 

and administrative institutions to embody the sense 

of unity within the Commonwealth reveals far less unani- 
mity. Even the general principles accepted by the Imperial 
Conferences of 1926 and 1930 meet with criticism from 
right and left both in the United Kingdom and in the 
Dominions. Those principles, nevertheless, are the con- 
stitutional common denominator of the Commonwealth, 
and as such they were naturally adopted by the Toronto 
Conference as the basis of its work. It was therefore inevit- 
able that the conclusions of the Conference—or rather 
channels of argument, for the Conference was not in a 
position to reach definite decisions or to express a corporate 
view—should have been conditioned by the assumptions 
implicit in the 1926 and 1930 formule. The Balfour 
resolutions and the Statute of Westminster were composed 
when the future of the League of Nations seemed far more 
assured than it seems to-day. It was a reasonable assump- 
tion then that international affairs would continue to be 
dominated by the existence of a collective system, growing 
in authority and securing the loyalty of every member 
of the Commonwealth as the first principle of its foreign 
policy. By the time of the Toronto Conference that 
expectation had received more than one rude shock, 
but in spite of a considerable difference of opinion 
among the delegates as to the actual effectiveness of the 
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collective system, by far the majority could still sincerely 
regard support for that system as the first principle of the 
foreign policy of their countries. The resignation of 
Germany, and the consequent injury to the hopes of dis- 
armament, were not present to the minds of the delegates. 
Had the Conference been held a month later the content 
of its deliberations might have been very different. We 
can only guess. The purpose of this article is simply to 
describe what seemed to one observer to be the general 
thread running through the discussions at Toronto, based, 
as they were, on the accepted constitutional doctrine of the 
Commonwealth. 

The Balfour resolutions and the Statute of West- 
minster, by themselves, are patently an inadequate guide 
to the draughtsman of the machinery of Commonwealth 
co-operation. They establish the twin principles of equality 
of status and voluntary co-operation, but they cannot 
establish equality of material position, nor do they provide 
the means or determine the limits of co-operation. They 
do not answer the question, how far and for what purposes 
are the different members of the British Commonwealth 
to act as separate countries, and how far and for what 
purposes as one ; nor to what extent is the action or policy 
of one member to be internationally recognised as involving 
the remainder. They supply principles to which we can 
appeal, not plans we can carry out. Even the formal impli- 
cations of equality they leave unmentioned. They allow 
General Hertzog to insist upon the right of neutrality 
and of secession while everyone not of his opinion turns a 
deaf ear. They wait on the event, yet the event, if it is not 
foreseen and forestalled, may shatter the Commonwealth 
and waft the resolutions and the Statute into the 
historical archives. 

Indeed, as the Toronto Conference made plain, one of 
the most profound elements of Dominion opinion about 
the Commonwealth is distrust of what the event may bring 
forth. From Canada, from South Africa, we hear the 


47 





British Commonwealth Relations 


frequent assertion, “ We will not commit ourselves in 
advance.” If there is an international crisis, the Dominions 
do not wish to be pledged to go to war, or to refrain from 
war, on anybody’s initiative but their own. Especially they 
fear being caught up in Great Britain’s “ European entangle- 
ments.” It does not serve to argue that Europe is far from 
being the only possible source of warlike conflict in the 
world, and that the United Kingdom does not shirk the 
real contingency of her being drawn into war by the 
“Pacific entanglements” of the Dominions. Suspicion 
of being pledged to war on account of Great Britain’s 
local, private or European quarrels has been the most 
powerful motive behind the Dominions’ insistence upon 
external as well as internal “ equality of status.” 

The citizens of the Dominions want the Commonwealth 
to continue, but they do not want to be committed by a 
Commonwealth foreign policy. They want to have a foreign 
policy of their own, but they do not want, and could not 
afford, all the paraphernalia of independent sovereign 
States—armies, navies, diplomatic and consular machinery 
throughout the world. They recognise their debt for 
defence to the British navy (with a greater or less measure 
of appreciation according as they live in, say, New Zealand, 
an exposed island, or in Canada, where defence against the 
United States would be impossible and where defence 
against any other Power would depend more on the United 
States than on the United Kingdom); but they are 
extremely suspicious of any plan for a common defence 
policy for the Commonwealth, which they would regard as an 
excessive resignation of their own external independence. 

These paradoxes, concealed by the subtlety of the 1926 
and 1930 formule, are not insoluble. What the Toronto 
Conference sought, as the clue to their solution, was some 
community of interest independently recognised and 
some community of principle independently upheld among 
the nations of the British Commonwealth. The community 
of interest is easily established, Our close economic con- 
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nections with one another, vital both to the Dominions 
and to ourselves, determine that the interruption of world 
trade would be inimical to us all. Our first interest is 
the freedom of the seas, coupled with the greatest possible 
freedom of world trade, without which the strategic free- 
dom of the seas could be made a mockery. We have, 
besides, another and deeper common interest. We are 
democracies to whom the idea of freedom is sacred, and 
any assault upon it hateful. The enemy that inspired the 
deepest patriotic fervour in the Great War was Macht- 
polittk. ‘The cynics, it is true, may say that democracy, 
like tyranny, is only a matter of degree, and that the most 
successful democracies are the least democratic. Yet 
when the continuity of shading between democracy and 
despotism has been admitted, there remains as sharp a 
difference between the spirit animating the British demo- 
cracies and that animating the Nazi régime as there is 
between blue and red, for all the mauves and purples on 
the palette. It is a difference of principle. For the 
fascist, personal liberty or its reverse is an instrument of 
the State for furthering the purposes of the State ; for the 
democrat (and 99 per cent. of those nurtured in the 
British tradition are democrats at heart, despite our occa- 
sional leanings towards this or that mitigation of repre- 
sentative government), personal liberty is a supreme 
object of the State. Freedom is an end, not an incident. 
Its defence is a vital common interest for all the nations 
of the British Commonwealth. That is not to say that 
we must go to war with any Power which commits an 
assault, however gross, upon the liberties of its own 
subjects within its own territory. The suppression of 
liberty, however, is fostered by international conditions. 
International chaos begets national disorder, the mother’s 
milk of despotism. The dictator can gather prestige by 
rattling his sabre only in a world in which sabre-rattling 
is still a gentlemanly gesture. 

To say that the dual interest of all the nations of the 
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British Commonwealth is the freedom of the seas and the 
freedom of the individual is to say that we have a common 
interest in peace. What we want, however, is not merely 
peace for each one of us, not merely to keep out of war ; 
for we have learnt that, while great nations can keep out 
of little wars, none but little nations can keep out of great 
wars, and then only by reason of a nice balance of interest 
and power between groups of mightier States. Our 
interest is world peace, and for the sake of world peace 
it may well be worth our while to take risks apparently 
unjustified by our immediate interests. 


There was unanimity in the Conference (runs one of its reports) 
that the peoples of the Commonwealth not only desired peace and 
policies tending towards peace, but also wished to give their fullest 
support to the collective system, established since the close of the 
world war for this purpose. 


If the problem of the Commonwealth is presented in 
terms of defensive power, the same answer is given. The 
British navy is an empire navy in that it exists to defend 


all the territory and trade of the whole Commonwealth— 
Australian, Canadian, British Guianan, what you will. 
For disarmament purposes, for instance, the British Empire 
is a unit, nor would it occur to the citizens of the United 
Kingdom or to the representatives of foreign Powers to 
suppose that the British navy would not be at the service 
of any part of the Commonwealth which was attacked 
or otherwise became engaged in war. Yet it is a United 
Kingdom navy in that its administration and control are 
centred exclusively in Whitehall, and in that all but a 
fraction of its maintenance falls upon the British taxpayer. 
The anomaly might lead to grave difficulties, given the 
present status and outlook of the Dominions, were the 
latter to suspect that the British navy existed for any 
purpose but the safeguarding of world peace and the 
defence of the Commonwealth against aggression. In the 
Covenant and the Pact of Paris we have implicitly declared 
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that the British navy will never be used save in a war of 
defence or on behalf of the collective system. Speaking 
to the Canadian Club in Toronto on October 2, Mr. 
Vincent Massey, who had been one of the Canadian 
delegates at the British Commonwealth Relations Con- 
ference, and who well represents the point of view upon 
the Commonwealth that was dominant there, declared that 


The consideration of defence on the old pre-war basis inevitably 
produces divergent views in the Imperial family. An Empire plan 
of defence would threaten the unity of the Commonwealth and would 
defeat its own object, but in efforts towards the maintenance of 
peace under the collective system the British States can find a 
unifying force. 


The argument from constitutional law is equally decisive. 
The interpretation of the Statute of Westminster, the 
Balfour resolutions, Article g of the Locarno Treaty 
(which is specially important because it is attested 
by foreign Powers), in relation to the issue of peace and 
war is a moot point among lawyers. Nothing can be laid 
down with assurance save that the position of the Crown is 
not that of the head ofa personal union, and that arguments 
from the historical analogy of Hanover are valueless 
Hence, at any rate were it not for the documents men- 
tioned above, a declaration of war by His Majesty, as 
King in any part of the Commonwealth, would have to be 
regarded as a declaration on behalf of every part. It can 
further be acknowledged, however, that in view of those docu- 
ments the question can hardly be left at that point. Cer- 
tainly, public opinion in the Dominions generally accepts 
it as a fact that the Dominion Governments have the 
independent right to decide whether, and to what extent, 
they will actively participate in wars entered into by any 
other part of the Commonwealth, and General Hertzog 
has asserted, not as an aim but as an actuality, the right 
of a Dominion to be neutral in a United Kingdom war. 

Quite apart from the attitude adopted by foreign Powers, 
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and from the effect of Dominion public opinion, no one can 
say with assurance what constitutional formula or principle 
of international law might be applied, were the issue of 
peace and war actually to arise. That might not prove 
to be of serious practical importance at the moment of 
crisis, when motives nearer to the mind of the common 
man would outweigh legal niceties. Nevertheless, these 
are questions which gravely exercise public opinion in the 
Dominions, on whon, in the last resort, the decision would 
fall; and it is therefore fortunate that the collective 
international system suggests an answer. Provided that the 
system remains a reality, and is loyally supported by the 
nations of the Commonwealth, the old conception of a bare 
choice between war and neutrality is unreal and outworn. 

Every single self-governing member of the British 
Commonwealth has independently renounced war as an 
instrument of national policy. Every one of them has 
signed the Covenant of the League of Nations, imposing 
upon its signatories definite duties in the event of any 
outbreak of war. There may be room for different inter- 
pretations of those duties, but it is certain that the Cove- 
nant lays upon every member of the League obligations 
which, if carried out, would be wholly incompatible with 
neutrality as understood in pre-League days. ‘The Stimson 
interpretation of the Kellogg-Briand Pact would likewise 
rule out the possibility of neutrality (in the pre-League 
sense) for any signatory that adopted it, in the event of a 
breach of the Pact. Hence, wherever and for whatever 
reason war were to break out in the world, the Dominions 
and the United Kingdom, as loyal signatories of both the 
Covenant and the Pact, would be faced with the same general 
obligations, although to what extent they would contribute 
armed forces or otherwise actively participate would depend 
on their own decision, guided by circumstances. If it were 
duly held that a breach of the Covenant had occurred, no 
Dominion could remain neutral without a breach of its 
international engagements, 
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III. Tue Furure or Foreicn Poticy 


CCORDING to this rationale of the Commonwealth, 
a very vital part is played in the relations between 
its different members by the principle of support for the 
collective system, at present represented by the League 
and the Kellogg Pact. It is worth quoting in full the 


report of the rapporteur of the main Commission of the 
Toronto Conference on this issue: 


There was universal agreement in the Commission that the two 
systems—the Commonwealth system and the international system— 
were complementary and in no sense alternative. The discussion did 
not turn on the question of a choice to be made between the two, 
but on the nature and conditions of their interdependence. The 
view of the Commission on this point was perhaps best expressed 
by a Canadian member when he declared that he dissented entirely 
from the trend of thought which suggests that there is something 
antagonistic between the League of Nations and the British Common- 
wealth. “I believe,” he continued, “that the collective system 
offers the best guarantee for the permanence of the British Common- 
wealth and for the maintenance of world peace” 


The influence of all the members of the British Common- 
wealth together, whether exerted in the councils of the 
League or elsewhere, is far greater than the aggregate 
influence of each of them acting separately on the strength 
of its own size, power and prestige. Hence, as long 
as the Commonwealth remains a loyal supporter of the 
principles of the collective system, the latter profits by 
its existence, while at the same time the system and its 
principles provide an acceptable warp for the fabric of 
Commonwealth foreign policy, into which the several 
British nations can weave the varied pattern of their 
choosing. 

The attitude of the different Dominions towards the 
League naturally varies according to their geographical 
position and political and racial history. Dominion opinion 
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is generally opposed to the idea of military sanctions. No 
Dominion is much interested in the League as schoolmaster 
in Europe, and all regret its incapacity, through the absence 
of the United States and Russia, and now the defection of 
Japan, to act or speak with authority outside Europe. 
Whereas Australia, New Zealand, and also India, regard the 
League as of quite subordinate importance in relation to 
their own defence, the other Dominions are inclined to 
place more faith in it, not as a direct military guarantee 
but rather as an index to world opinion, which would 
inevitably swing the Powers against the aggressor. The 
better informed public of every Dominion, however, recog- 
nises that the contingency of war through a direct quarrel 
between the Dominion and a foreign country is far more 
remote than the possibility of engagement in some world 
war, arising originally from a quarrel between two foreign 
Powers in Europe, in the north Pacific, or elsewhere. It 
is in the prevention, or at least localisation, of such out- 
breaks that Dominion opinion perceives the chief task 
of the League, and it is on that account that the Dominions, 
like ourselves, sincerely believe in the collective system as 
the first principle of their foreign policy. 

That principle is not, however, easily elaborated into a 
definite corpus of foreign policy. The first and most 
important difficulty is that the collective system as it 
exists at present is neither universal in membership nor 
definitive in form. The United States and Russia have 
never been members of the League, and now Japan and 
Germany have resigned. In our relations with these 
Powers, at least, we must supplement the machinery of 
the League, and we might even have to choose, in certain 
circumstances, between loyalty to the League and the need 
for preserving good relations with absent Powers. The 
possibility of such a predicament particularly exercises the 
Canadian mind, since the maintenance of amicable relations 
between Canada and the United States must always stand 
in the forefront of Canadian foreign policy. The signature 
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of the Pact of Paris, renouncing the instrument of war on 
behalf of the absentees as well as the members of the League 
of Nations, was therefore an event of inestimable*jvalue 
for the British Commonwealth. If the United States 
continues to adhere to the doctrine laid down by Mr. 
Stimson in interpretation of the Pact, then the United 
States may be regarded as a member, in principle, of the 
collective system, even though she does not formally 
accept its obligations or participate in its machinery. 
The modification of the Covenant in such a way as to make 
it conformable to American public opinion and official policy 
would be to add strength, not weakness, to the League. 
That the United States will not adhere to sanction clauses 
in their present form is certain, but it is equally sure that 
she will grow in realisation of her world responsibilities 
and will extend her co-operation with other Powers in the 
support of a collective system. 

In the meantime, since it is clear that conflict between 
ourselves and the United States would bring disaster upon 
the world as well as splitting the Commonwealth from end to 
end, the maintenance of friendly relations with the United 
States must be ranked with support for the collective system 
as a cardinal principle of British Commonwealth foreign 
policy. It is the most logical and most important extension 
of the first principle of British Commonwealth relations that 
war between the member-nations is unthinkable. 

It is a further grave difficulty in applying the principle 
of support for the collective system that the League of 
Nations is weak and partly discredited. The Toronto 
Conference, it must again be recalled, was held before 
Germany had resigned, an event which might possibly 
have modified the views there expressed. Be that as it 
may, in the sub-commission of the Conference which dealt 
in detail with the relations between the Commonwealth 
and the collective system, 


The opinion was unan‘mously expressed that where failure 
had occurred it was not due to defects in the machinery, but to two 
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main causes, These were, first, the non-membership of certain 
great Powers, and secondly, the failure of members of the League 
and parties to the Kellogg Pact to face the full implications of the 
Covenant and the Pact, and to give effect, in circumstances involving 
risk to their individual interests, to obligations voluntarily assumed. 

It was agreed that a firm determination of the British nations to 
enforce the collective system would greatly strengthen the system, 
and that the risk involved would not be greater than the risks 
necessarily incident to the breakdown of League machinery through 
lack of the support without which it cannot function. 


The principle of the pursuance of peace by way of the 
collective system fails, indeed, to indicate precise policies ; 
but that does not hinder its service as a co-ordinating factor 
in British Commonwealth relations. Policies are the 
product of circumstances, to which principles are applied. 
It is possible that differences of judgment as to the nature 
or value of the facts might cause different nations to develop 
divergent policies even though they respected the same 
principles. For instance, Canada and the United Kingdom 
might have different views as to the place of some particular 
weapon, say aerial bombing, in a disarmament programme. 
Such a possibility of variety may be counted an advantage 
rather than a handicap, since differences of opinion, which 
among enemies might mean the gradual ferment of a 
quarrel, often serve among friends to elucidate the truth. 

Nevertheless, the fact that a common principle is the 
only existing basis for the co-operation of the nations of the 
British Commonwealth in the field of foreign policy limits 
the extent and character of that co-operation. It is neither 
desirable nor possible that they should have on every 
issue a common policy. That conclusion is implicit in 
their separate membership of the League of Nations. The 
principle itself sets upper and lower bounds to the co- 
operation required. We, the nations of the Common- 
wealth, ought to substitute our joint weight for the lesser 
sum of our individual weights in support of the collective 
system and the maintenance of world peace. ‘To that end, 
we should take pains to know each other’s minds, and to 
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avoid unnecessary conflicts of policy such as would neutral- 
ise our combined force. On the other hand, it would be an 
injury to the collective system if, for the sake of a narrower 
loyalty, any individuality of view were suppressed. Any 
member of the Commonwealth, even though in a minority 
of one, may be able to contribute the whole or a portion 
of the truth. Further, any member may have special 
regional interests which do not affect the others. What is 
essential is that in everything its action and policy should 
conform to the principles and forms of the collective system. 
The only other safeguard is that, in order to avoid the chance 
of subsequent misunderstanding, every other member, 
however remotely concerned, should be kept fully informed. 


IV. Tue Macuinery or Co-oPeraTION 


UST as the common principle does not indicate precise 
policies, it equally fails to point out the exact form of 
machinery required for the purposes of co-operation. 


Again, however, there are upper and lower limits. The 
discussions at Toronto made it clear that, if the delegates 
were at all representative of their countries, the upper 
limit must be the avoidance of any centralised foreign office, 
bureau or secretariat for external affairs. Any plan 
which even savoured of determining a common policy, 
to which the Dominions would be as much as morally 
committed, would be instantly rejected by important in- 
fluences in the Dominions. The lower limit, on the other 
hand, is set by the absolute necessity of complete inter- 
change of information on foreign affairs. Common action, 
even consultation, is impossible or dangerous unless it 
succeeds a course of constant and immediate communica- 
tion of information. 

Within these limits, the machinery of Commonwealth 
foreign relations seemed to the Conference to need develop- 
ment in two directions—towards better means of co- 
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operation among the members of the Commonwealth, and 
towards the fitting of those members for the responsibilities 
that they have assumed by attaining the status of inde- 
pendence in external policy. ‘The second line of advance 
is every bit as important and urgent as the first. The 
High Commissioner of a Dominion in London, for instance, 
is not merely a channel of communication between the 
Dominion and the United Kingdom, but he has also 
frequently to represent his Dominion at Geneva or upon 
other international occasions. ‘That he should be a person 
of such character, status and training as would fit him for 
the discharge of semi-diplomatic international duties is 
just as essential for the latter purpose as for the former. 
Again, the despatch of information on foreign affairs by the 
government of the United Kingdom to those of the 
Dominions is waste of time unless the Dominions have 
Ministers and departments prepared to deal with the in- 
formation as it deserves. One of the most important 
suggestions in this field made at the Toronto Conference 
was that a Dominion Minister of External Affairs should 
not hold any other portfolio, in order that he might be 
free to spend a considerable part of his time abroad, as the 
British Foreign Secretary properly does, and especially to 
lead the Dominion’s delegation to the Council or Assembly 
at Geneva. 

No elaborate new machinery is required, but rather a 
fuller and better use of existing machinery. Again, that 
involves questions of personnel and training more than 
questions of administrative reorganisation. ‘The first 
essential, whether it is in our own representation in the 
Dominions or in theirs in the United Kingdom, or abroad, 
is that there should be the right men with the right training, 
from junior secretary to High Commissioner. An adequate 
supply of High Commissioners, Ministers plenipotentiary, 
and other exalted representatives of the Dominions, of the 
requisite ability and training, can only be assured if there is a 
regular channel of preparation and promotion, if, that is to 
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Say, a young man can make a career in the external affairs 
of his Dominion, with the ambition of ultimately becoming 
one of its representatives in foreign or Dominion capitals or 
in the Mother Country. Now the Dominions cannot afford 
and do not need foreign offices, departments of overseas 
trade, and so forth, on anything like the scale of those 
maintained by the United Kingdom. That is all the more 
reason why the resources of the United Kingdom, in 
experience and in variety of external contacts, should be 
fully available to the Dominions and should be fully ex- 
ploited by them. This has a particular significance in the 
realm of colonial administration, in which the interest of 
the Dominions has been vastly increased by the mandatory 
system. 

Interchange of personnel, among the offices of the 
United Kingdom and of the Dominions concerned with 
external affairs, is one method which obviously deserves 
further trial. It raises, however, another vital issue for the 
Dominions, whose civil servants frequently possess a status, 
education and emoluments inferior to those of the Admin- 
istrative Division of the British service. In Australia and 
New Zealand, for instance, if a permanent civil servant is 
possessed of a university degree, it is usually because he has 
acquired one by extra-mural study while already a full-time 
member of the civil service. There is no need to elaborate 
the problem which is thus raised for the Dominions by 
their assumption of fresh responsibilities. 

Comparison, however, with the services of the United 
Kingdom brings to mind another important point. The 
importance and international status of the United Kingdom 
have required her to be fully represented, commercially 
and politically, in every country of the world. Our diplo- 
matic, consular, and overseas trade services extend wherever 
British interests are lodged. The Dominions, faced with 
no such necessity, have been content, for the most part, to 
make use of British services for their own representation 
abroad. Even in border cities of the United States, for 
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instance, it is to the British consular officer, not to any 
representative of his own Dominion, that the Canadian 
citizen in distress must apply. The issue raised by the 
Dominions’ assumption of external independence and 
equality has sometimes been presented as a choice between 
the creation of complete consular and other external ser- 
vices by the Dominions, on the one hand, and on the other 
the establishment of joint British Commonwealth services, 
towards the finances and control of which every Dominion, 
as well as the United Kingdom, would contribute. If, 
indeed, our mutual relations were those of foreign Powers, 
there would be no other reasonable alternative—but we 
are a British Commonwealth, united by more than con- 
stitutional formule and administrative arrangements. The 
United Kingdom is the metropolis of the Commonwealth 
as well as the equal colleague of the Dominions. If her 
overseas services, which she maintains for what she con- 
ceives to be her own and imperial purposes, can be of 
service to the self-governing Dominions, she is gratified 
and demands no recompense. The initiative for a change 
is entirely with the Dominions. It is significant that when 
this point was raised at Toronto, a very widespread opinion 
was expressed by certain members of all the Dominion 
groups that some payment should be made in recognition 
of services rendered ; but that the United Kingdom group 
replied “that there was no shadow of criticism of the 
Dominions in the United Kingdom for not contributing, 
and that contributions, other than fees for special services, 
might even lead to demand for an embarrassing share 
of the service.” ‘These apprehensions will, perhaps, not 
be universally shared. In certain instances (such as that 
already mentioned), where the major part of the British 
representative’s work is on behalf of Dominion citizens, a 
desirable solution may be the reversing of the rdéles of the 
Dominions and the United Kingdom, the latter gratefully 
accepting the services of the Dominion emissary. 

The problem of defence is in some respects similar. 
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Just as the Dominions have properly established their own 
representatives in countries with which they have special 
economic or political ties, so each Dominion undertakes 
the measures it thinks necessary for its own local defence. 
The United Kingdom, meanwhile, accepts the responsi- 
bility, in peace time, for the defence of the Commonwealth 
as a whole, maintaining a navy which is ready to defend 
any Dominion becoming involved in military conflict. 
The extension of direct or financial contributions by the 
Dominions towards the naval defence of the whole Com- 
monwealth is recognised at present as a matter for their 
decision. The breakdown of the collective system, if it 
were to occur, might compel them as well as ourselves to 
review their whole defensive problem. For the moment, 
at least, our hopes lie rather in the opposite direction, 
namely, that the progress of international disarmament 
may diminish the load of imperial defence upon the 
shoulders of our peoples, and remove that problem into 
the outer fringes of Commonwealth affairs. 

The further, therefore, that we pursue the implications 
of the 1926 and 1930 resolutions in the field of Common- 
wealth co-operation, the plainer become the hypotheses 
that their authors consciously or unconsciously assumed. 
They were evolved against the background of a world in 
which the collective system played the leading réle in 
international affairs, and seemed likely to grow in strength 
as the years passed ; in which disarmament by international 
agreement was an object of expectant faith rather than 
barely legitimate hope. Could they survive as the con- 
stitutional foundation of the Commonwealth in a world 
without a collective system, and in which international 
disarmament had been indefinitely postponed ? That was 
a question to which the Toronto Conference offered no 
direct answer. 





THE PROBLEM OF SOUTH-EAST 
EUROPE 


IENNA and the neighbouring regions have recently 
celebrated the 250th anniversary of their release from 
the Turks. It was a glorious victory, which was to bring 
peace and ease to the peoples along the Danube and eternal 
glory to the Hapsburgs. Yet to-day the Hapsburgs are 
deposed, and the peoples of their old empire distracted. 
And so from all sides, from within and from without, 
remedies are being urged with the object of restoring 
normal life to the Danubian region—urged with all the 
anxiety of doctors with a case which is not only grave in 
itself but also carries with it a danger of epidemic disease. 
In all this there is a twofold paradox. ‘The first is that 
such distress should afflict a part of Europe which formerly 
constituted one of the oldest and proudest of modern 
empires; and, second, it is still more paradoxical that 
all these plans for recovery should be intended for the 
very region which was the most thoroughly reorganised 
of all only fourteen years ago at the peace settlement. 
This is hardly a flattering reflection on that settlement. 
Yet it is not enough merely to throw stones at the peace 
treaties. If the attempt at a settlement which those 
treaties represent has been unhappy, it is largely because 
the problem is so unwieldy. But in saying this we have 
no more desire to supply an apologia for the peace settle- 
ment than we have to launch an attack upon it. The proof 
that the difficulties are for the most part inherent in the 
nature of the problem is that the would-be reformers, 
whether friends or critics of the present arrangement, have 
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so far been unable to suggest any plan for reviving the life 
of Danubian Europe which would not again do more or less 
violence to its economic fabric or to the national sentiment 
of one or other of its parts. 

The problem which statesmen have to face in the 
region in question is, in fact, two hundred and fifty years old. 
One may say, in a general way and from a political point of 
view, that while modern European history is the story of the 
creation of national States, the story of the Danubian 
basin is essentially a chronicle of the failure of that process 
in a particular region. The Hapsburgs successfully re- 
moved the first obstacle to national consolidation by 
checking the advance of the Turks, but after that achieve- 
ment they failed in their next—the real—task. They never 
succeeded in welding the various territories and peoples 
whom they ruled into a political community. The war effort 
of the Allies was successful in that it broke the shackles 
that bound so many Danubian nations unfairly together, 
but the peace settlement failed to provide a new basis 
which would permit those nations to live peaceably side 
by side. And now the Nazi revolution has once more 
brought the problem to an acute stage, and, as on former 
occasions, with the crisis it has brought an opportunity. 

There is a crisis because national differences and an- 
tagonisms are being violently inflamed, largely by the 
action of racial and religious elements which, generally 
speaking, had lain dormant ever since the retreat of the 
old Turkish empire, but have now been stirred into life 
again. At the same time, as a result of the all-round 
aggressiveness of the Nazi policy, the neighbouring 
peoples are facing their common problems anew in the 
cold light of reason, and the old susceptibilities, reservations 
and unadjustable ambitions are, to a large extent, giving 
way toa sense of reality. Above all, Nazi policy has thrown 
Austria back upon her neighbours, and she will now have 
to be included in any healthy Danubian system both for 
economic reasons and as a way of reducing the restlessness 
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of the important German minorities in Czechoslovakia, 
Transylvania and the Vojvodina.* 

Thus it comes about that after the failure of the Hapsburgs 
to solve the Danubian problem imperially, and the failure 
of the peace treaties to settle it on a national basis, the 
present political situation has brought a third opportunity 
of settling it on rational lines before it again starts festering 
and once more calls for the surgery of conflict. 


I. Tue Danuse Corripor 


T a juncture such as this, it may be useful, even in a 
short article, to take stock of what may be called the 
bricks and mortar of the Danubian problem, so as to see 
what one could make of them. A problem which has 
so obstinately refused to shape itself into something fairly 
workable in the general process of the political development 
of Europe must obviously present exceptional difficulties 


in its very materials. Who could fail to be struck, for 
instance, by the unparalleled mixture of races in the 
Danubian basin? What chance was there of peaceful 
building with such materials in this era of nationalism ? 
Why, in the face of such obvious difficulties, did the rulers 
of that region not devote all their skill and energy to putting 
their own countries in order, instead of being drawn away, 
as it were, by some diabolical mirage into schemes ‘which 
have only made the national issues still more complex and 
disruptive ? 

However much their conduct may be put down to swollen 
ambitions and wrong policies—and the history of both the 
Austrian and the Ottoman empires is full of errors of this 
kind—no picture which failed to take into account the 
fateful part played in this matter by geography could be 
either fair or complete. If State-building has been made 
difficult by the mixture of peoples, that mixture was itself 


* The Vojvodina is the Yugoslav part of the Banat. 
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in the first instance the product of geography. Take a 
map of Europe* and hold it at arm’s length, so as to be able 
to take in the main features of the southern half of the 
continent, and you will at once become aware that the 
Danube, with its valleys, forms a mighty corridor from 
east to west ; and not only from the east to the west of 
Europe, but also from the eastern to the western continent. 
This becomes clearer still if one disregards the river’s break 
through the Carpathians at the Iron Gates and follows 
with one’s eye what would otherwise have been its obvious 
course. After striking the obstacle of the mountains, the 
Danube would normally have skirted the Balkan range, and 
flowed down the valley that is now followed by the great 
transcontinental railway to Constantinople. As it was, 
neither the lands of the Hapsburg empire, nor the European 
possessions of the Sultans, formed compact regions con- 
venient for the shelter of a large unitary State. Both were 
instead strung along the corridor, which has provided a 
passage for innumerable invasions and migrations, both 
eastwards and westwards, each movement leaving straggling 
remnants here and there in its wake. 

This result of historical evolution has been aggravated 
by the policy of a number of rulers, whose difficulties or 
weaknesses have induced them to try to apply to the national 
problem the Pasteurian method of fighting disease with its 
own virus. They broke up the cohesion of national groups 
by planting among them minorities of a different race, thus 
making the confusion of populations worse confounded. 
The Saxon colonies in Transylvania and the Banat, the 
Szekler colonies along the former Austro-Hungarian border, 
and all the Turkish settlements in the Balkan peninsula, 
are cases in point ; not to mention the strange way in which, 
in Bessarabia and Dobrudja, one comes upon French, 
German and Swiss villages which retain not only their own 
language, but even the dialects of the places from which 
they originally came. It is not without importance for 


* A map will be found on pages 66-67. 
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7. Folieh otter hem Germany to Poland 
(T. of V.). 

8. Danzig—free city under High Commis- 
sioner of L. of N. (T. of V.). 

9. Memel—to Lithuania (Conf. of Ambas- 
sadors) 1923. Confirmed by L. of N. 1924. 

10. Vilna—by Russia to Lithuania July, 
1920, seized by Poles Oct., 1920. Boun- 
dary defined by Conf. of Ambassadors, 
leaving Vilna to Poland 1923. 

11. East Prussia—plebiscite 1920, retained by 
Germany. 

12. From Russia to Poland, boundaries 
defined except to East (T. of V.) 

13. To Poland after Russo-Polish war (Tr. of 
Riga 1920). 

14. To Poland, and Eastern Boundary de- 
fined (2nd Tr. of Riga 1920). 

15. Poland—independence proclaimed 1918, 
recognised T. of V. rae | popula- 
tion under protection of L. of N 

16. Bohemian Germans. 

17. Silesia—plebiscite 1921, dotted part to 
Poland. 

18. Teschen, Otava and Zips—part to Poland 
and part to Czechoslovakia after plebiscite 
1920. 

18A. Bevqeniend—richincte 1921, final award 

L. of N. 1922 to Austria. 

19. From Austria-Hungary (T. of St. G.).* 

20. Austrian Tyrol—to Italy (T. of St. G.). 

21. To Italy (T. of St. G.). 

22, Fiume—Free State T. of Rapallo 1920, 
to Italy by Italian-Yugoslav Treaty 1923. 

23. Croatia—to Yugoslavia from Austria- 
Hungary (T. of V. 

24. Transylvania—from Hungary 





to Ru- 
mania (T. of Tr.).® Hungarian-Rumanian 
disputes 1923-27-28. 

24A.Minority under supervision of L. of N. 

25. Bessarabia—from Russia, 1920. 

26. Demilitarised zone on Turkish frontier 
(Tr. of Lausanne 1923). 

27. Minority population under supervision 
of L. of N. 

28. Macedonian Bulgars 

29. nena Bulgaria to yoo (Tr. of Neuilly 
1919 

Besides the above changes, Estonia, Latvia 

and Lithuania, formerly parts of Russia, 

declared their independence 1918 ; boundaries 

settled 1920 by agreement. Lithuania-Polish 

frontier settled by Conf. of Ambassadors 1923. 





® T. of V.=Trea ou of Ne ry 1919. 
T. of St. G.=Treaty of St. Germain 1919. 
T. of Tr.= Treaty of Trianon 1919. 
L. of N.= League of Nations. 
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the present situation and for our thesis that the post-war 
governments should have continued to meet a similar 
problem with similar methods. Yugoslavia, for instance, 
has made use of agrarian reform to plant extensive Serbian 
colonies in the Vojvodina and Macedonia, and, with a still 
pettier purpose, even among her own Catholic Croats. 
Rumania has let herself in for endless trouble with the 
Vlach colonists, who were induced to abandon their ancient 
homes in the Epirus and settled on land taken from its 
Bulgarian and Turkish inhabitants, so as to “ nationalise ” 
southern Dobrudja. History and politics together have 
thus produced the extraordinary motley of nationalities 
that one finds in Macedonia and the Banat, in southern 
Bessarabia and in the Dobrudja, to name only the best 
examples. One finds in these districts several nationalities, 
not only inhabiting different villages side by side, but often 
three or even four of them, with as many different lan- 
guages and nearly as many different religions, sharing 
one and the same village. Everybody acquainted with 
these conditions knows that the principle of national self- 
determination could never lead to an honest political 
settlement in the Danubian region. 

We may then retain this as our first conclusion. But the 
same conditions were responsible in the main for another 
political feature in this region, one that has been repeatedly 
laid to the charge of the vacillations of the Hapsburg 
temperament. Yet it does not seem unreasonable to 
suppose that the apparent inability of the Hapsburg rulers 
to choose between a western and an eastern policy, to limit 
their ambitions either to domination in the Germanic west 
or to expansion towards the east, was really also the result 
of geography. An empire with an axis formed of such a 
mighty corridor, important in itself, and indispensable to 
others, is as powerless to escape the pressure of the different 
interests concerned as it is to avoid the influx of peoples at 
either end. If Austrian policy was drawn towards one end 


by the ties of blood, it was at the other, so to speak, carried 
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away by the flood of the Danube. The Turkish empire 
was in a similar position, astride the continuation of the 
same corridor towards the Middle East, and it suffered in 
consequence from a corresponding weakness in its policy. 
When the westward pressure of the Turks weakened, it was 
followed by the eastward pressure of the Slavs and the 
Germans. There is no State in that region which has been 
immune from similar impulses. Again, it is important to 
note that the new States in the Danubian region have all 
of them inherited this particular weakness as part of the 
Austrian succession. Yugoslavia is as deeply affected by 
central European as she is by Balkan issues, and she cannot 
weigh the scales in favour of either without entailing some 
damage to the basis of her empire. When the predominant 
Serbian influence in her councils decided upona Balkan policy, 
directed towards Macedonia and Salonika, and renounced 
the Adriatic ports, she took a step which, in a sense, severed 
the interests of Croatia and Slovenia from those of Belgrade. 
Nor is Rumania always able to reconcile the interests which 
draw her eastwards through Bessarabia with those which 
chain her painfully, through Transylvania, to the fortunes 
of central Europe. The most sober-minded of statesmen 
in any of these countries, looking either east or west, would 
be hard put to it to declare “ Here, at this point, the 
interests of my country stop.” 

It follows that no rigid political dividing line can be 
drawn in this region without doing an injustice to the 
needs of some country or other, or intercepting some line 
of general intercourse, thereby creating resentment and 
opposition. An arrogant federation would be as irksome 
as a “ barbed wire ” fence, a partial league as irritating as a 
closed “ totalitarian” empire. There is a lesson to be 
learnt from all the failures to set up a Balkan league, or even 
an alliance. In the Danubian basin, as in the Balkans, 
every one of its peoples has, so to speak, a stake in some 
dispute or other with all the others, and the compounding 
of one issue is promptly taken to mean that the two parties 
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want a free hand, or want to join hands, so as to enable 
them to deal more forcibly with the questions that divide 
them from some third party. ‘The conditions are altogether 
peculiar in this part of Europe. Any separate agreement, 
useful and innocent though it may be in itself, seems 
destined always to be countered by some less useful and 
innocent arrangement between parties which have no part 
in it. A separate agreement is, at all events, sure to rouse 
in them deep suspicion ; and either result is bound in the 
end to defeat the purpose of the partial effort. And so we 
cannot avoid the conclusion that, just as the mixture of 
races precludes any practicable settlement on the basis of 
rigid national units, so the mixture of interests condemns 
in advance any settlement dependent on the existence of 
particular and exclusive political or economic groups. 


II. Scuemes For AssociaTION 


ERE we have a simple and natural explanation why the 

numerous post-war schemes for some kind of Danubian 
association have, one and all, come to naught. Whatever 
their source and form, they have all had this in common : 
every one of them was devised to further the aims or to 
allay the fears of one or other Power or group of Powers. 
None could be said to have been conceived simply and 
solely, without any arriére pensée, to help the peoples of 
this region to live and work together again. One can assert 
this confidently without allowing for any exception. The 
plan for an Austro-Bavarian union, in the early days after 
the war, was born in France—like other separatist schemes 
—with the idea of reducing the power of Germany, and 
at the same time of re-creating an important Catholic 
Power in central Europe. The idea of an Austro-Hungarian 
union was mooted by monarchist elements in France and 
elsewhere, in sympathy with the exiled Hapsburgs. It was 
also at times favoured by Italy as a check to the Little 
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Entente and French influence ; in the same quarters, too, 
there has been some play with the still more problematical 
notion of bringing about some working union between 
Austria, Hungary and Bulgaria—the three victims of the 
peace settlement. Before the fascist revolution Italian 
statesmen tried to compass a close political and economic 
union between Italy, Austria, Hungary, Rumania and 
Poland which, besides sundry minor advantages, would have 
formed a solid barrier between the northern and southern 
Slavs. Quite recently some Hungarian magnates, acting 
no doubt with Italy’s blessing, tested the possibility of 
effecting a Rumanian-Hungarian union; but the private 
interview between King Carol and Count Bethlen proved 
of no avail. Nor can it be said that the more extensive 
schemes for Danubian federation have been prompted by 
less narrow motives. Some of them have been made public, 
others remained stillborn, but there have, in any case, 
been too many of them to permit of their being mentioned 
here. The validity of our historical conclusions, however, 
can be tested by a study of the only group that has actually 
come into being—the Little Entente. 

The intention of its originator, the late M. Take Ionescu, 
was that the group should include Poland and Greece, but 
these two countries held back, and their attitude is a good 
illustration of one of our points. Both countries had 
interests of a kind in the Danubian region, and they had a 
great interest in protecting the new peace settlement, but 
they were as little anxious to involve themselves too closely 
in central European issues as the other prospective partners 
were to assume any obligations in respect of the problems 
which were pressing upon Greece and Poland from the east. 
Indeed, the Russian issue, which for the border countries 
towers above all others, was specifically excluded from the 
purview of the Little Entente, for even the three countries 
which joined it could not otherwise have worked together 
in central Europe, had they tried to come to an agreement 
about eastern Europe. Limited geographically, the Entente 
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was thus also restricted in scope. It has, indeed, been 
little more than a negative alliance for defence. It might 
have taken up the unfulfilled mission of the Hapsburg 
empire, but it has been content merely to take up its 
weapons. Is, then, the Little Entente a more promising 
association in the new form that it has recently adopted ? 
Though the story of its sudden blossoming into something 
like a federation for diplomatic purposes has not yet been 
made public, it is certain that the event came as a surprise 
and it evoked little enthusiasm. It was, in fact, only an 
anticipatory defensive move to counter Signor Mussolini’s 
Four Power Pact. The Foreign Ministers of the Little 
Entente were in conclave at Sinaia when M. Benes— 
who, with the aid of his war experience, has built up a 
secret service which has its ear nearer to the ground than 
that of any other country—got word of what was brewing 
in Rome and without difficulty persuaded his colleagues 
that they could preserve the Entente’s influence only by 
transforming it, soto speak, into afifthGreat Power. It was 
not to be expected that the change would prove attractive to 
Hungarian and Bulgarian eyes. To them, in the words of 
the Sofiote Slovo, it appeared, “ not as an effort to consoli- 
date peace, but as a reaction against the revisionist move- 
ment.” 

Having entered upon this more ambitious road, the 
leaders of the Little Entente apparently felt bound to 
consider also the establishment of closer economic co- 
operation, so as to give substance to the claim that the new 
compact was destined to be permanent and constructive. 
Elaborate discussions, assisted by experts, committees and 
memoranda, took place at Prague in the early summer, and in 
October M. Benes, at Sinaia, put forward a programme 
consisting of fourteen points which is to be elaborated into 
as many conventions. The whole is to constitute a five 
year plan, which is to begin with the co-ordination of 
communications by land and in the air, and an as yet 
undefined co-operation of the three central banks, but is in- 
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tended to develop during the five years into something like 
an economic union. In the meantime Yugoslav breeders 
complain that Czechoslovak tariffs have disorganised the 
export of pigs (another significant reminder of the old 
quarrels with Austria), causing them in a short time a 
loss of 25 million dinars ; but the Czechoslovak agrarians 
are unwilling to make concessions. On the other hand, the 
Rumanian Union of Metallurgical Industries has issued a 
number of statistical studies to show that at present one 
half of Rumania’s needs are satisfied by her own metal- 
lurgical industry, which would be ruined if the door were 
opened to Czechoslovak imports. These studies deal also 
with the general commercial relations between the coun- 
tries of the Little Entente, and their conclusion is that an 
economic union between them is impracticable. Czecho- 
slovakia cannot absorb the whole agricultural surplus of the 
two other partners, and the latter cannot make use of all the 
manufactures that Czechoslovakia has for export. So far, 
indeed, the only visible result has been the creation of an 
economic secretariat, consisting of three national branches ; 
and sober opinion in the three countries already fears that 
the search for economic unity may prove rather a pitfall 
for the existing political union. 

This may seem a somewhat unfavourable judgment to 
pass on the Little Entente, and it is only fair to allow that 
there were mitigating circumstances. Like most associa- 
tions, the Entente has made the lowest common denomina- 
tor the basis of its work. A more far-sighted attitude was 
not altogether lacking in its councils, and the Prague 
leaders have often chafed under the strain put upon their 
principles and their outlook by the conduct of their allies 
in Belgrade and Bucharest. Broadly speaking, the latter 
have shown little sense of the responsibilities placed upon 
their countries by their new position as States with a 
largely increased territory and a mixed population. They 
have tried to rule a complex system of extensive and varie- 
gated provinces as they might have ruled a tribal village. 
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But here again another factor has to be taken into 
account, one that has played, and still plays, a weighty, 
if rarely a wise, part in the politics of the Danubian region 
—namely, the intrusion of the Great Powers. They have 
neither known how to solve the problem themselves, 
though they had their opportunity at the peace settlement, 
nor have they left those immediately concerned to solve it 
themselves as best they might. Innumerable instances 
could be mentioned to prove this, but they are mostly 
already within the knowledge of the public. For instance, 
the “barbed wire” policy imposed by far-off western 
politicians upon the States bordering on Russia favoured, 
almost inevitably, a very conservative and semi-military 
type of government in those countries ; and governments of 
that kind are the least capable of solving the national and 
social problems of the post-war years. Their policy has, on 
the whole, been centralist and authoritarian to a degree 
—they have treated their own new provinces almost like 
enemy territory. These are strong words, but how else 
could one describe the policy, to give one conspicuous 
example, which has for ten years kept Bessarabia under 
martial law, and thereby more thoroughly prepared the 
ground for radical discontent than the whole machinery of 
Soviet propaganda could have done in halfacentury ? Yet 
when some ten years ago Rumania had a chance of coming 
to an agreement with the Soviets, M. Poincaré, we are 
informed on good authority, sent General Berthelot to 
Bucharest with the stern message that a settlement with 
Russia would mean the end of all support from France. 

At this point we touch a very important aspect of our 
problem. It is sometimes said that central Europe has 
been “‘ balkanised.” Yes, but only in the sense that it has 
become the diplomatic playground of the Great Powers, 
in the same way as the Balkans have been for a century and 
more. What a curious distortion of history it is to repre- 
sent the Balkans as the mainspring of European conflict! 
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The Balkan trouble has seldom amounted to more than a 
rash, caused by periods of high fever in general European 
politics. The simple truth is that it was the Powers who 
first delayed the emancipation of the Balkan peoples, and 
who, when that could no longer be prevented, intervened 
arbitrarily at every stage and, for reasons of their own, 
stultified the tolerable arrangements which the Balkan 
peoples were ready to conclude among themselves. The 
Balkan problem was never as great a danger to Europe as 
the European problem has been to the Balkans. And just 
as formerly the Balkans were the common ground where 
Austrian and Russian quarrels met, so since the war 
Italian and French ambitions have clashed on the Danube. 
Instead of telling these young States “ You must settle 
things among yourselves,” the Powers have usually told 
them “ You must not settle them without our consent.” 
And that consent was usually given less as a blessing than 
as a bargain. The political situation at the moment of 
writing offers a telling corroboration of this argument. 
While, in the west, the political relations of the Powers have 
deteriorated into a state of latent conflict, the Balkans are 
at this very moment the scene of the most promising pacific 
activities. On August 31 last, the Greek Chamber adopted 
a resolution instructing its President to take steps to speed 
up the work of the semi-official Balkan Conferences which 
lately have met every year to discuss ways and means for 
economic and cultural co-operation. In consequence, the 
President of the Greek Chamber has addressed formal but 
cordial letters to the heads of the other Balkan Govern- 
ments and to the Presidents of their Chambers, invoking 
their aid so that the measures on which the Balkan Con- 
ferences were agreed might be put into effect with greater 
expedition. 

But the work of the Balkan Conferences, excellent as it has 
been as a means of preparing the ground, has now been put 
into the shade by the formal activities recently initiated by 
Turkey. Under the inspiration of her Minister for Foreign 


F 75 





The Problem of South-East Europe 
Affairs, TTewfik Rushdi Bey, she began by settling in a 
comprehensive and liberal manner all the issues that 
divided her from her old enemy, Greece. The pact signed 
at Angora in August goes much beyond anything achieved 
so far by the Little Entente States among themselves, not 
only in removing differences but also in providing for 
effective co-operation. It was hailed by the Greek semi- 
official press as a pact of union between the two countries ; 
and it would seem that influential quarters at Angora, in 
close touch with the Ghazi, actually aspire to a dualist 
Turko-Greek State, with Angora and Athens as the local 
capitals and Constantinople as the common capital, with a 
joint system of defence and other common services—in 
short, something like the old Austro-Hungarian dualism but 
with a more liberal spirit and purpose. It is interesting to 
note that, having come to an agreement with his most difficult 
neighbour, before suspicion could even raise its head, 
Rushdi Bey at once took steps to extend his policy to the 
whole region and to encourage a settlement of the various 
issues which divide the other Balkan States. As a result, 
south-eastern Europe has witnessed in the last few weeks 
the most extraordinary round of visits, ministerial and 
royal. The Prime Ministers and Foreign Ministers of each 
country have visited every other ; the Yugoslav and Bul- 
garian kings have met, for the first time since the war, in 
the station at Belgrade and later at Euxinograd; King 
Alexander went to Sinaia, and then to Constantinople as the 
Ghazi’s guest ; and now King Carol and King Boris have 
meton the Danube. Even the peripatetic M. Titulescu sud- 
denly discovered the East and madea pilgrimage to Angora. 
In fact he went there as the spokesman of the Little 
Entente to give its support to a general entente between 
Rumania, Yugoslavia, Bulgaria, Greece, Turkey and Soviet 
Russia, who have many common interests in the Black Sea 
and the Agean ; and to urge the general extension of the 
Greco-Turkish pact to the other south-eastern countries, 
on the basis of the formula defining aggression which is the 
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core of the pacts signed i in London between Russia and the 
border States. 

It is an extraordinary pligihentesidn, this emergence 
of the old bully of the Balkans, the former “ sick man of 
Europe,” as the healer of south-eastern Europe! It shows 
that the leopard can change his spots. It shows still more 
that even a small State can wield a strong and beneficent 
influence when it is known to have renounced selfish 
ambitions, when it takes the lead by the natural right of 
goodwill and ability rather than by 4 display of armed 
strength. It shows, above all, that the much defamed 
Balkans can set an example in political conduct when the 
distracting interference of the Powers is absent. And 
so we discover another essential postulate for the recovery 
of Danubian Europe: if the problem is to be handled with 
a chance of a lasting settlement it must be considered 
without any regard for the balance sheets of outside 
Powers. Nobody would deny that the Powers have legitimate 
interests of their own and a right to defend them; but 
even for them, and from any point of view, there is no 


more real interest than the pacification of the whole region. 
That will not be achieved if the immense local complexities 


are confused still more by the cross-currents of extraneous 
claims and ambitions. 


III. Tue Errects oF THe Nazi RevotutTion 


F all such intrusions since the war, none has been 

so violent and disturbing, because so incalculable 
in its aims and actions, as the Nazi revolution. All the 
three conditions which we have suggested as indispensable 
for the revival of Danubian Europe have been deeply, 
and for the most part adversely, affected. The revolution 
has hardened the lines of national division and the temper 
of politics throughout central and eastern Europe. First 
of all, it has naturally stiffened the attitude of the Germanic 
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minorities. Even the German minority in Czechoslovakia, 
which, thanks to the tolerant attitude of President Masaryk, 
M. Benes and M. Hodza, the Agrarian leader, had been 
offered all the conditions necessary for a free and active 
life, including at different times posts in the Cabinet, 
is beginning to feel the inevitable reaction to the Nazi 
policy and philosophy. Under the pressure of excesses 
committed by Nazi sympathisers, the Czechoslovak 
Government has lately had recourse to restrictive measures 
which have never hitherto been necessary. Rumania a 
few years ago set up an under-secretariat for minorities, 
the first of its kind, and actually placed a Saxon from 
Transylvania, Dr. Rudolf Brandsch, at its head. But the 
Transylvanian Saxons have also caught the Hitlerite 
fever and they have organised themselves into armed 
battalions ; recently, in the presence of Nazi delegates 
from Germany, they held parades at which the Lutheran 
bishop gave them his blessing, and all dissentient opinions 
were rudely silenced. 


We have all respect for the minorities (writes the independent and 
liberal Adeverul, of Bucharest), and for their public activities. 
But the organisation of an armed force on our territory and in the 
service of another State is a very strange thing indeed. We need only 
presuppose a conflict in which Germany would be on the other 


side : we would then have an enemy force behind our front. Is it 
conceivable ? 


These Germanic activities could not long remain without 
an answer from other national) camps. In Rumania 
“‘ Tron Guards ” and other preachers of violence are being 
organised, not altogether without the Government’s 
toleration. For the moment their anti-Semitic policy may 
give them something in common with the Nazis; but, 
as in Russia and elsewhere, Jewish pogroms have always 
been merely the prelude to more general social and political 
outbursts. A Nazi movement in Poland has already its 
own well armed Storm troops, dressed in deep-red blouses ; 
and to the “ Aryan” clause its programme has added a 
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“Slav” clause, which lays it down that in the future 
Polish Nazi State all people not of Slavonic origin are to lose 
their rights. 

These tendencies will be more difficult to allay than they 
have been to arouse, for they are being brought to the sur- 
face again in a region where the idea that to live is compatible 
with to let live was only just beginning to find acceptance 
in politics. Their effect is all the more grave in that the 
ways of the Nazi movement are being reflected not only 
in the popular temper but also in the methods of govern- 
ment. In Austria Dr. Dolfuss has countered the Nazi 
menace by setting up a dictatorial government of his own ; 
whether the change was necessary or merely opportunist 
it is not easy to say. There is good authority for believing 
that the rulers of Yugoslavia had at last come to realise 
the necessity of doing justice to regional needs and demands, 
and that they had ready a decree introducing a measure of 
provincial autonomy, on historical lines, which would 
probably have satisfied the Croats, and might also have 
solved at last the cancerous Macedonian question. When, 
however, the Nazi movement achieved power in Germany, 
the more intransigent elements gained fresh influence 
at Belgrade; the proposed reforms were shelved, and 
instead the Croat leader, Dr. Macek, was sent to prison 
for three years. Dictatorship was again in favour, and the 
centre of political gravity had shown a tendency to shift 
from internal dissensions to a supposed external danger. 
In the north, a similar movement, said to have been in- 
fluenced by the German Baltic barons, has suddenly turned 
Estonia into an authoritarian State. This development, 
together with Hitler’s demand for eastern outlets forGerman 
colonists, caused Jzvestia to write, on October 18: 


The fascistisation of Estonia can have only a negative effect on 
Soviet-Estonian relations. It is part of a preparation for adventures 
which will be extremely dangerous to the cause of peace, 


Russia had not waited for the Estonian incident to show 
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how much she distrusted Nazi foreign policy. M. Litvinov 
used his stay in London during the abortive session of the 
World Economic Conference to conclude a series of 
sensational pacts with all the border States,* based upon a 
formula defining aggression which will make history. 
A visit to Paris enabled him to set Russo-French relations 
on much more friendly basis than they had been at any 
time since the Soviet revolution. Foreign correspondents 
have reported that Russia has also given Poland an assurance 
of friendly neutrality in case of a German attack, the offer 
being made in response to a direct enquiry from Marshal 
Pilsudski, who had not seen a foreign diplomat for at least 
three years, but who was now sufficiently disturbed to send 
for the Soviet Ambassador to Warsaw. 

One can say (wrote the Indépendance Roumaine, the official organ 
of the influential Liberal party) that one of the most exposed regions 
of the Continent has been completely freed from the nightmare of war. 


From the Baltic to the Black Sea, on a line until now perpetually 
threatened by a possible attack, all fears have been allayed. 


This effect of Nazi policy on Russian policy makes the 
present situation very much like the old Eastern problem. 
The border States have been suspicious of Soviet Russia, 
though perhaps less so than they had been of Tsarist 
Russia, with its avowed ambitions to expand its territory. 
Nevertheless, just as formerly the Austro-German Drang 
nach Osten caused the States of south-eastern Europe 
to look even upon Tsarist Russia as a protector, so the 
expression of Eastern aspirations by Nazi leaders has 
thrown the smaller eastern States if not into the arms at 
least into the parlour of the mighty Russian empire. 

It was this aspect of the situation that we had in mind 
when we said at the beginning of the article that while the 
Nazi revolution has caused a crisis, it has also created an 
opportunity. .For in the measure in which the line of 
division between Germany and her neighbours is hardening, 
the lines which divide the various political groups in central 

* Including Rumania notwithstanding the Bessarabia problem, 
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and eastern Europe tend to fade. The competition for 
influence between France and Italy has subsided since the 
summer to a point at which France appears to have become 
almost indifferent to the claims of the Little Entente ; 
and the Little Entente itself, thanks to the restless and in- 
telligent activity of M. Benes, is feeling its way towards a 
reconciliation with Signor Mussolini’s standpoint. Nazi 
policy, so far from being responsible for the recent tighten- 
ing of the Little Entente, has rather reduced the need for 
it. That step, as we have already suggested, was really 
meant as a check to Signor Mussolini’s revisionist Four 
Power Pact, which had been devised for the benefit of the 
vanquished States—Germany, Austria, Hungary and 
Bulgaria. Since the Pact was signed, however, the intran- 
sigence of Nazi policy has resulted in a visible cooling of 
Signor Mussolini’s sympathy for German aims, and in a 
definite break between Germany and Austria. Hence the 
chessmen on the Danubian board are again free for a fresh 
move. Perhaps it may prove to be a combination of the 
Italian view and that of the Little Entente. The recent 
Italian memorandum on the economic reconstruction 
of the Danubian countries is not very different, in sub- 
stance, from the programme lately outlined by M. Benes in 
the article which appeared in the Observer, under the title 
“‘ New Hope for Austria.” Both reject the idea of federa- 
tion (M. Benes insisting that each national unit should 
retain its integrity), and both rely essentially upon a wider 
and more systematic development of a network of pre- 
ferential agreements, which should gradually diminish 
the economic importance of political frontiers, and bring 
about a “ common economic circulation.” Both, again— 
and this may prove the binding element between the two— 
are inspired by the crucial aim of preventing an Austro- 
German Anschluss. 

The participation of Austria and Hungary is indispensable 
to any sound scheme of Danubian reform, and Nazi policy 
has made the Little Entente a present of an Austria more 
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willing to come to terms than perhaps ever before. The 
policy of preventing the Anschluss by force could never 
have succeeded in the long run; but the whole future of 
Danubian Europe would loom brighter if the Anschluss 
were to be prevented by an alternative policy of goodwill 
and co-operation among the Danubian States. Such an 
alternative would require the condition that Austria should 
feel at least as well off materially as she would be in a 
union with Germany, and in that respect the fears of 
Austrian industrialists that they might be crushed by 
German competition have now been reinforced by the 
fears of the Austrian workers that their standards might 
be depressed by reactionary Nazi legislation (though 
Dr. Dolfuss might lose this valuable asset if he should 
follow a similar policy). 

Secondly, Danubian co-operation would be ruled out 
if Austria were to sense any danger to her independence 
and national character in such a grouping. As far as that 
is concerned, the odds are at present if anything against 
the Anschluss. For it must not be overlooked that 
unity of language is one thing, but diversity of history, 
culture and temperament is another. ‘The Austrians 
are deeply attached to the Roman Church and can hardly 
feel attracted by the paganism of the German movement. 
Wotan and Siegfried never enjoyed a great following in 
Austria. These differences may count for more now that 
it would be a question of joining a centralist and “ total- 
itarian” State than they did while Germany was still 
a federal State. To this must be added the problem of 
Vienna. Union with Germany would probably mean the 
utter decline of that great city. In the German Empire 
it would be little more than an overgrown border town, 
without life or purpose except as a garrison, destined in the 
end to share the fate of Fiume. Its main function now is 
to act as the metropolis of an extensive and variegated 
hinterland, but that rdle would be difficult to maintain 
if it were absorbed in the Reich, and with the present 
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German ideas and policy it would be impossible. Vienna 
can never regain its old glamour as the capital of a mag- 
nificent empire; but it was also a centre of intercourse 
between East and West, and it has suffered from the inter- 
ruption of that intercourse since the war. At present it is 
already benefiting from the decline of the Leipzig fair and 
of other German trading centres, and therefore a revival 
of economic life in the Danubian region would probably 
save the city, just as the revival would, in its turn, be served 
by the existence of the city, and so help to save Austria. 

The widespread view that little Austria cannot support 
such a big centre rests on a misunderstanding ; it is rather 
Vienna, which itself has always been solvent, that cannot 
support Austria. Austria herself could play just such a 
réle in the Danubian area as Vienna plays in Austria, 
that is, she will serve as an active link between the German 
populations and the mixed peoples of central and south- 
eastern Europe ; but she could do so only if she retained her 
present position and peculiarities. As the eastern outpost of 
a huge pushing German empire she would, on the contrary, 
be an irritating spur pressed against the flank of the 
Danubian region, always suspected and always avoided. 
Under the present dispensation the Anschluss would in 
fact re-create the Eastern Question, with Russia and Pan- 
Germany as the chief antagonists, and with south-eastern 
Europe once more the field of combat. 

We have a touchstone for testing these two broad alter- 
natives in the effect that they would be likely to have on 
the German minorities in the Danubian region. A Pan- 
German empire would exercise a violent attraction for 
them and keep the large German minorities in Czecho- 
slovakia, Yugoslavia and Rumania in a state of restlessness, 
which could lead only to reprisals against the minorities 
and to conflicts between the States. If Austria, however, 
were included in some Danubian grouping, those minorities 
would value the support of the Germanic province with 
which, of course, they have had the oldest and closest 
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contact ; that support would be based, moreover, on a 
community of culture, which would reinforce the commu- 
nity of interests with the other nationalities. More important 
than any material details would be the habit of co-operation 
and friendly adjustment among those directly concerned. 
That would not, however, be assisted by outside inter- 
ference. It would be helped only by free economic inter- 
course, but at present the necessary economic adjustment 
would be easier to effect than it was a short time ago or 
than it may become later on, because many of the artificial 
industries created since the war are already stagnant. 

It would be helped, above all, by a frank recognition that 
States with mixed populations have no prospect of a happy 
existence unless all the national groups in the State are 
content. A “totalitarian” constitution, let alone one 
pervaded by racial and religious exclusiveness, would be 
tantamount to a declaration of perpetual conflict in the 
Danubian region ; whereas the principle of cultural group 
autonomy, already urged by many far-sighted men in 
Austria and applied with success in various parts of Europe 
since the war, would remove from the sphere of public 
action responsibilities which in a mixed region the State 
is sure to mishandle. In such a region, Gladstone’s 
dictum that “ the first condition of a good foreign policy 
is a good home policy” has a profound bearing on the 
prospects of peace, 





AUSTRALIA AND JAPAN 


HE revolution of the nineteen-twenties, with its 

system of progressive international co-operation and 
“government by conference,” has been rudely inter- 
rupted by the counter-revolution of nationalism, political 
and economic. Australia, like other countries, is experi- 
encing a change of atmosphere. Australian opinion has 
never regarded the system of the League of Nations as the 
essential instrument of world security, as have many of the 
countries of Europe. But, in the absence of disturbing 
conditions in our own isolated sphere, the existence of the 
League, its continuity and its activities in a still dis- 
ordered Europe have corrected—probably to a greater 
extent than we realise—the typical national conception of 
foreign affairs which regards other countries as possible or 
probable enemies ; and have changed it into one influenced 
if not dominated by the idea of an international community 
for peace. 

In these circumstances, it was easy not to worry about 
foreign affairs. But the failure of the international organisa- 
tion, during the last two years, to act effectively in the Far 
East, and the withdrawal of Japan from the League, have 
rather sharply reminded us of the fact that the major States 
bordering on the Pacific—the United States, Russia and 
Japan—are all of them outside the League.* There remain 
indeed the treaties of the Washington Conference and the 
Kellogg Pact. But the Washington Treaty for the Limita- 
tion of Naval Armament will lapse, if any of the parties to it 
so desires, in 1936. ‘The Quadruple Pacific Treaty, by which 
the United States, the British Empire, France and Japan 
bound themselves to respect one another’s rights in 


* Two years’ notice of intention to leave the League is required by the 
Covenant, Japan gave notice in March last. She will therefore remain 
a member of the League until March, 1935. 
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relation to their insular possessions and dominions in the 
Pacific, is now terminable by any party at twelve months’ 
notice. The Kellogg Pact has no time limit, but recent 
events in China and Manchuria show that it is no safe- 
guard against warlike operations. It is therefore time to 
take stock of our external relations. We can do so con- 
veniently by comparing our situation now with our pre- 
war situation twenty years ago, when the countries of the 
world conducted their external relations on the basis of 
“each country for itself and its allies.” 


I. RELATIONS WITH THE ORIENT 


N account of her geographical situation, Australia is 
necessarily affected by Asiatic developments. Dis- 
tances, it is true, were great enough to prevent close 
relations with any part of Asia until communications 
became easy ; and it is a result, not of propinquity, but 
rather of the sparseness of population in Australia and its 


density in Asia, that our principal preoccupations in external 
affairs have been with Asia. Our distance from other 
continents is so great that until the present economic crisis 
we had few outside problems arising from our relations with 
them. 
(a) Before the War 

The problems of our relations with Asia were present 
to the minds of many Australians twenty years ago. In the 
’nineties, taking warning from the experience of other 
countries where whites and coloured people had mixed, 
and believing that Asiatic countries needed oversea outlets 
for their inhabitants, all the Australian colonies had adopted 
the policy of keeping Australia a country of white popula- 
tion. It is unlikely that this aroused much antagonism 
at the time in Asia, but it was the general opinion in Aus- 
tralia that we must be ready to defend our policy, and this 
was one of the strongest of the reasons that led to the 
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federation of the colonies as States of the Commonwealth 
of Australia in 1901. The prediction may be hazarded 
that it will be the strongest of the reasons that will keep 
the States together now in spite of the disadvantages, which 
some of them feel so strongly, of remaining in the federal 
union. In the last years before the war, British apprehen- 
sions were for the most part about Germany, and prepara- 
tions were directed to a war in Europe; in Australian 
thoughts and preparations Asia had a greater part. The 
foundations of the efficient defence of Australia on land and 
sea were laid in 1909; by 1913 the first Australian navy, which 
consisted of 12 vessels, had been built, training for military 
service had been made compulsory, and over 120,000 men 
and youths were in the forces or undergoing training. 

Three Asiatic countries were principally affected by our 
policy of restricting the immigration of coloured peoples 
—India, China and Japan. Of these, Japan alone had 
been strong enough to withstand European domination 
and to extend her influence and territory beyond her own 
borders. She had lately shown her strength and capacity 
in two wars, with China and with Russia, and although 
the war with Russia strained her resources to the breaking 
point, by 1913 she had recovered, and her trade, population 
and resources were already steadily increasing. Her popu- 
lation was 53,000,000, while Australia’s was less than 
5,000,000. Great Britain and Japan, however, were in 
alliance, and the strength of the British navy was still 
overpowering, although most of the warships in the Far 
East had been withdrawn to European waters. 


(b) During and After the War 


In Australia anxiety during the war was not limited to the 
question of its outcome in Europe. It was known that influen- 
tial Japanese opinion was not unanimous in support of the 
Allies. Japan occupied the German Pacific islands north of 
the equator, which had previously capitulated to the 
Australian Expeditionary Force at Rabaul. The distance 
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between her territory and the coast of Queensland was 
thus reduced by half ; and the Japanese Government, wish- 
ing to obtain for Japan’s growing trade the benefits that 
a commercial treaty would bring, pressed the Australian 
Government to adhere to the Anglo-Japanese commercial 
treaty—a step which, it was feared in Australia, would lead 
to the weakening, if not to the breakdown, of the White 
Australia policy. For the Australian Government and 
people it was a period of great anxiety, although public 
opinion was prevented by the censorship from expressing 
itself. The Australian contribution to the war was the 
outcome of anintensely patriotic determination, but it was 
undoubtedly also influenced, so far as the Government was 
concerned, by the policy of building up solid grounds for 
claiming help from Great Britain in case of future danger 
arising for Australia in the Pacific. ‘The Peace Conference 
of 1919 added to our anxieties about the future. Japan 
retained, under mandate, the islands in the north Pacific, 
contrary to all the expectations of the Australian public, 
who had been allowed by the Government to suppose that 
Australia would take them over. Japan also sought to have 
a Clause recognising the principle of racial equality incor- 
porated in the Covenant of the League of Nations— 
aimed, clearly enough, at the policies in force in Australia 
and along the Pacific coast of North America. These events 
seemed at first to have more importance for Australia than 
had even the establishment of the League itself. 

When, however, the League began to grow in strength 
and influence, and when, at the Washington Conference of 
1921-22,* the nations interested in the Pacific entered 
into treaties for the limitation of naval armaments, for non- 
fortification, for the mutual recognition of rights in relation 
to their possessions in the Pacific, and for the submission 
of controversies arising out of Pacific questions to a con- 


* An account of the relations of Australia and Japan up to that time is 
given in “Japan and Australia,” by E. L. Piesse, in Foreign Affairs (New York), 


vol. 4 (1926), pp. 475-488. 
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ference of all the parties, Australia began to forget her 
anxieties and to devote all her thoughts and energies to making 
the best of the prosperity that came from high prices for 
exports and the orgy of spending in the ’twenties. In the 
early ’twenties, too, the rate of growth of the population of 
Japan, always regarded in Australia as an index of the future 
danger from the Far East, seemed to be slowing down. Aus- 
tralian expenditure on defence was gradualiy reduced, the 
obsolete pre-war navy was only in part replaced, and 
compulsory training for military service was abandoned. 
These were the tendencies before the world economic 
crisis began to affect us in 1929, and since then most of our 


thoughts have been given to maintaining our own economic 
life. 


(c) The Effect of Recent Events 


By 1932 it seemed that, if it were not for the troubles of 
the rest of the world,we should have been well on the way 
back toour former prosperity. But 1933 is closing, if with less 
uncertainty for our trade and finance, yet with anxious 
prospects in our international relations. The safeguards 
the League offered us seem now to be seriously diminished. 
Zurope is occupied with her own troubles ; Japan is con- 
trolled by rulers whose policy seems to be incalculable and 
who have given ample evidence during the past two years 
that they are ready to do whatever seems to them likely to 
promote the growth of Japanese power and to strengthen 
their own hold.* Japan too is building warships up to 
the limit allowed by the ratios prescribed in the Washing- 
ton Treaty, and she now expects those ratios to be raised 
in her favour. 


* Japan’s population is again increasing rapidly; the natural increase, 
which in the years 1906 to 1916 averaged 1.25 per cent. per annum, rose to an 
average of 1.48 per cent. for the years 1926 to 1930, and the total population, 
excluding Korea and oversea possessions, is now over 67 millions and is 
increasing by nearly one million a year. In twenty years the increase has been 
about 25 per cent. The average size of families, however, is now declining ; 
if this continues when the present high proportion of the population at the 
younger ages has fallen to normal, the rate of increase of population will drop. 
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What conclusion should Australians draw from recent 
events in China and Manchuria? ‘The reorganisation 
and re-equipment of the Japanese army now in progress 
indicate that Japan intends to consolidate her position 
there, if not to extend her control to the metals, fisheries 
and oil of the maritime province and Northern Saghalien. 
It may be that Japan has enough territory on the mainland 
of Asia to occupy her energies for years to come, and that 
she will now feel assured both of supplies of raw materials 
and of markets sufficient to relieve the ever-increasing 
pressure of her population on her resources. If so, there 
seems no reason for her to take any special interest in a 
region so many thousand miles away as Australia. But 
there is still a very influential movement, supported by a 
large body of naval opinion, for Japanese expansion into 
**Nan-Yo ” (the South Seas). Although it is the island 
groups to the north of Australia that are most thought 
about, the assumed riches of the sparsely occupied parts of 
Australia are often discussed in Japan. There may be little 
economic reason for supposing that Japan will take any 
special interest in Australia so long as she can continue to 
trade with the Commonwealth on favourable terms ; but 
the trade relations, as we shall see later, are full of danger, 
and the White Australia policy, if not a serious injury to 
Japan, may serve her governing class at any time by provid- 
ing a grievance. In Australia neither government nor people 
can be expected to feel indifferent to the spectacle of even a 
distant country in the Pacific growing so powerful for war 
—a country, moreover, whose rulers must have the gravest 
anxiety in their task of providing from scanty home resources 
for a population of very high density, likely to get out of 
hand if the struggle for existence becomes too severe. 


(d) Trade with Fapan 
Among the troubles of the present year throughout 
the world have been those caused by the newly intensified 
competition of Japanese exports. This competition 
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presents features difficult to explain.* That manufactured 
goods are now sold in Australia for less than the present 
cost of the raw materials may be explicable by changes in 
the yen exchange. But it seems past understanding that 
experienced merchants should offer goods at prices far 
lower than are necessary to oust all others from the market. 
When a 15 per cent. cut would drive out competitors, 
Japanese goods are offered at as much as 50 per cent. below 
the prices of their competitors, and the Japanese price goes 
up and down within wide limits in a short space of time. 
Perhaps at last the Asiatic peril to industry that every 
magazine used to discuss thirty or forty years ago is upon 
us—and at a time when the rest of the world is labouring 
under the strain of the troubles that have followed low 
prices and insufficient markets. Australia, as one of 
Japan’s nearest neighbours, is affected by this competition 
in most embarrassing ways. Not only is Japan a neigh- 
bour with whom we must, for every reason, remain on 
good terms ; but she is a neighbour who, in these difficult 
times for countries that produce raw materials and foods, 


takes increasing quantities of our exports. The following 
figures (which are for merchandise only) show how much 
more important for us trade with her is to-day than it was 
twenty years ago :— 
Exports (in £ Australian) 
(000,000’s omitted) 
IgI2-13 1930-31 1931-32 1932-33 


To Japan .. a £14 £9'5 £11-7 £15 | 
Toallcountries .. {786 {898 108-0 L979 | 
Proportion to Japan 1-8 percent. 10°6 per cent. 10°8 percent. 11-7 per cent. 
Imports (in sterling) 
(000,000’s omitted) 

1912-13 1930-31 1931-32 1932-33 
From Japan .. oe £1 £24 £24 £3°6 
From allcountries .. £79°7 £58°8 £43°5 £56°8 
Proportion from Japan 1-3 percent. 4-1 percent. 5-5 per cent. 6-3 per cent. 


A country which takes so much of our products—princi- 
pally wool and wheat, but important quantities also of 
* For further information on this subject see p. 29. 
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metals—is not one whose return trade we can lightly 
discourage. ‘The duties on most of the imports from Japan 
are heavier than on imports from Great Britain; neverthe- 
less the prices of many of her products are so low that 
despite the duties she can undersell imports from all other 
countries. In some classes of goods the high wall of 
protection does not prevent her from underselling even the 
Australian manufacturer. So far as Australian manufac- 
turers are affected by Japanese competition, there is bound 
to be an acute conflict of interest, already evident in much 
public discussion, between the graziers and farmers who 
sell their products to Japan, and who would oppose any 
steps which might endanger that trade, and the Australian 
manufacturers whose home market is threatened. The 
problem of competition between Japan and Great Britain 
is an even more difficult one. It is our obvious interest— 
which the Ottawa Agreement has turned into an obligation 
—to assist Great Britain by buying her exports ; obvious 
because she is the principal market for our own, and because 
her loss of oversea markets since the war might have the 
most serious consequences for our defence. But it is 
even more obvious that we are in no position to hinder 
Japanese trade with the object of promoting trade with 
Great Britain. Little has been said in Australia of the 
difficulty of dealing with this triangular problem ; but the 
Australian Government has announced that it is willing 
to enter into an agreement, and that Australia is. keeping 
in touch with discussions that are proceeding between 
representatives of Great Britain and Japan regarding the 
allocation of markets in which the products of the two 
empires compete. A fact which adds to the difficulties 
is that some of the imports from Japan that compete with 
British goods—such as yarns and piece goods—are semi- 
manufactured materials for Australian manufacturers, 
which they naturally wish to buy in the cheapest market. 
The solution most favourable to Australian manufacturers— 
to restrict imports, whether from Japan or Great Britain, 
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which compete with Australian products, and to let in 


semi-manufactured materials from Japan—would be doubly 
injurious to British manufacturers. 


II. Ausrrazia’s Capacity ror DEFENCE 


ih sate the growth of the population from 4,900,000 
in 1913 to 6,600,000 in 1933, Australia seems weaker 
as regards defence than she was twenty years ago. The 
navy has almost vanished, and it would take several years 
to restore it even to its pre-war strength; there are now 
only 33,000 men and youths in the military forces or under- 
going training ; the men of the A.I.F., like the military 
equipment that was put in store after the war, are growing 
old. Industrially Australia is much better equipped— 
particularly ‘in steel, engineering and textiles—than she 
was before the war. Financially, however, the position is 
very different. The public debt is vastly greater, in total 
and in proportion to population, than it was twenty years 
ago ; and taxation has greatly increased, in proportion both 
to population and to the value of production.* The 
cause is partly the increase in debt that does not yield 


* Pusiic Dest 
(partly in sterling, partly in gold £ and partly in £A.) 


an 1913 1933 
States... x a .. £294 million £808 million 
Commonwealth . a te i. ° £ .7 million £397 million 





Toul Hos, ee ee = £301 million — £1,205 million 





Perhead .. ~ PEE Se pa 2 ae 
Debt owed abroad - «- - s - £204 million £596 million 


TAXATION AND Propucrion From Inpustries 
- Average. 
1912-13 ~ 1930-33 
| State and Commonwealth taxation ..  22million { 89 million 
Wilde yo Ea Ee Bee oe 
Production ~ - 3. £218 million” = =—- £313 million 
Proportion of Taxation to production 10 per cent. 28 per cent. 
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interest (of which increase the war debt is only part), 
and partly the increase in the scope and cost of social services. 
Of these, so far as they enter into the finances of the 
federal government, the most costly are pensions (military, 
old age and invalid) and the payments that are still being 
made for the benefit of men who served-in the war and their 
families. For some years before 1931 expenditure due to 
the war and the repatriation of soldiers averaged £30 million 
ayear. The reduction of interest on debt and the suspen- 
sion of payments to the British government have lessened 
the total, but it is still about £20 million a year. 

The Commonwealth government has already given signs 
of recognising that Australia has passed away from the 
tranquil times of the ’twenties, with their apparent assurance 
of security abroad and their apparent prosperity at home ; 
probably none of us should expect to see such times again. 
Expenditure on defence, which in 1912-13 was {4.3 million 
(in addition to the cost of building the pre-war navy), 
dropped to an average of only £3.3 million (at a much 
lower purchasing power) in the period 1930-31 to 1932-33. 
The estimates for 1933-34 are not yet published*, but the 
Minister for Defence announced at Sydney on September 25 
a programme for additional armaments to extend over 
several years. His plan is to improve and increase the 
equipment of coast fortresses, to provide defences against 
air attack, and to begin mechanising the army. These 
preparations are designed to provide local defence against 
coastal bombardments or raids. As regards attacks on our 
sea-borne trade, said the Minister, Australia must rely on 
an efficient and powerful Empire navy. The armaments 
now proposed will involve considerable expenditure ; but 
there is every indication that public opinion would support 
an even larger expenditure. To make efficient preparation 
for defence, present rates of taxation would have to be 


* In his budget speech on October 5, the Prime Minister made known 
that defence expenditure for 1933-34 would be increased by {1,462,000 
compared with the previous year—Edstor, 
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continued, as well as the present (if not additional) econo- 
mies in the public ‘service and in social services—in fact 
the Premiers’ 1931 plan might have to be continued 
indefinitely. 

Enough has been said to show that the preparation for 
the defence of Australia may now prove to be a task of 
paramount importance. Its difficulty cannot be realised 
unless Great Britain’s changed circumstances are kept in 
mind. Before the war it was usually taken for granted 
that the British navy and army would be used to defend 
any part of the British dominions. It is obvious that, as 
a mere matter of comparative strength, much less is possible 
in this way to-day than it was a generation ago. What is 
equally serious is that many Australians doubt whether, 
among those who are likely to be in control of British 
policy, there will be the same readiness to come to the help 
of a distant Dominion. It is true that work on the 
Singapore Base is still going on, but there is no certainty 
that it will be completed or that the British public would 
permit the capital fleet to go so far away from Europe. 

With the question of the future of the Australian navy 
there may have to be considered that of the future control 
of the Territory of New Guinea, now administered by the 
Commonwealth under mandate from the League of Nations. 
Japan has announced that, notwithstanding her withdrawal 
from the League, she will hold the former German islands 
north of the equator under a title which she claims to have 
obtained before the League came into existence. On this 
footing she may also contend that she is free from the 
prohibition against fortification set out in the mandate ; 
and if she wishes she can free herself in 1936 from the 
obligation not to fortify. into which she entered in the 
treaty of 1922 for the Limitation of Naval Armament. 
(There is a question whether the United States, 
under her treaty with Japan of February 11, 1922, by 
which she agreed to Japan’s holding the islands under 
mandate, could claim that, notwithstanding the lapse of the 
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mandatory title, Japan would remain under an obligation 
not to fortify.) Whatever be the treaty position of these 
northern islands, it will be questionable whether it would 
not be better for New Guinea to be in the hands of some 
other white Power stronger than Australia. The adminis- 
tion of this Territory has never ceased to present problems 
for which previous experience has given the Common- 
wealth government no special aptitude ; and the possession 
of the Territory has never been of great interest to the 
Australian public, engrossed as it has been in developing 
its own home territory, and more recently in paying for 
mistakes made in that development in the past. 


III. Tue Norruern Prosrem 


HE special problems of tropical Australia have again 

come up for discussion recently. Early in July, 
Australian newspapers reported a speech of the Dean of 
Canterbury, in which he spoke of his “ great sympathy for 
Japan, a vast industrial country, seeking an outlet for her 
population and still more for her goods.” 


She sees an empty land (he went on). The United States struck 
me as an empty country, so did Australia. I should like to have seen 
a great English gesture in presenting to Japan that part of Australia 
which we cannot colonise ourselves, I believe that would change 
the whole atmosphere of the East. 


Later, when informed of criticisms in Australia, he was 
reported to have said : 


Australia is so big that her people themselves have no idea of her 
size. No attempt has been made to colonise her vast unknown areas, 
yet when it is suggested that people from over-populated lands should 
settle in those areas, there is an outcry. 


Such opinions as these are often heard in Great Britain, 
Those who hold them are probably unaware that only a 
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small percentage of Australia is fit for close settlement ; 
that Australia is not, and except for small areas never has 
been, a country where immigrants can maintain themselves 
by mere subsistence farming ; that much of the land can 
support inhabitants only if they can find oversea markets 
for their products, and that for production of this kind a 
large expenditure of capital is needed ; that not less than 
£700 million of the public debt of Australia has been 
incurred as the community’s direct and indirect contribu- 
tion to the capital cost of enabling people to occupy 
and make a living from the land ; and that, for a country 
without oversea markets for manufactures, Australia’s popu- 
lation has grown at a creditable rate. In the twenty years, 
1913 to 1933, there has been an increase of 35 per cent. How 
many countries in the world, whether they depend on agricul- 
ture or on manufacturing, can show as high arate of growth? 

But the Dean of Canterbury’s remarks probably had 
reference rather to the northern parts of Australia than to 
Australia as a whole. His views then invite discussion of 
what can be done and what has been done with the coastal 
areas of Australia within the tropics, from Rockhampton on 
the coast of Queensland to Carnarvon on the north-western 
coast of Western Australia—for of the large inland areas 
within the tropics it may be assumed that no one would 
suggest that anything but the present sparse pastoral 
occupation is practicable. 

Tropical coastal Australia has a length of several thousand 
miles and a great variety of soil and climate.* Its outstand- 
ing features, considered as a tropical area, are that most of 
it has neither the rainfall nor the vegetation characteristic 
of the tropics, and that little of it has an altitude high 
enough to mitigate the heat of a tropical situation, The 

* For a full description of geography and climate see Griffith Taylor’s 
Australian Environment (especially as controlled by rainfall), Melbourne, 1918, 
and his paper “ Geographical Factors Controlling the Settlement of Tropical 
Australia” in The Queensland Geographical Fournal, volumes 32-33 (1918), 


pp. 1-67; for a brief account, chap. i of Cambridge History of the British 
Empire, vol. vii, part i (Australia). 
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north-western coast of Western Australia is excessively 
hot, much of it has a low rainfall, and the winter is a period 
of drought. Inland are the Kimberley highlands, suit- 
able (and most of them already occupied) for cattle and in 
parts for sheep. Some of this particular area enjoys good 
soil and a rainfall up to 30 inches, and it would be suitable 
for agriculture were not half the year rainless; in the river 
valleys there are tracts which could be used for tropical 
agriculture.* Much of the Northern Territory also is 
excellent cattle country and is occupied; but for agriculture 
—which alone could afford means of life to anything more 
than the sparsest population—its winter drought and poor 
soils give little opportunity.t The Barkly tableland, on the 
border of the Territory and Queensland, attracts the 
attention of all visitors; but it, too, is cattle country ; 
sheep will not breed there, and the climate is not promising 
for agriculture. Queensland, round the Gulf of Car- 
pentaria, again is cattle country. Its east coast, alone in 
tropical Australia, has a considerable area of good soil and a 
high rainfall ; it has, too, a fair area of high plateaux. This 
region, both the coast and the plateau, is an area suitable 
for agriculture, and it has been successfully occupied by 
white sugar-cane growers and dairy farmers to within less 
than 17 degrees of the equator. The white population of 
tropical Queensland has grown steadily.{ Except for the 
east coast of Queensland, and very small areas elsewhere, the 
only industry that is possible on any considerable scale in 
tropical Australia is stock raising, and that will maintain 
only a small population whatever the race that engages in it. 

This general idea of tropical coastal Australia—at all events 
of the Northern Territory—is not the one that would have 


* See G. A. Hobler’s Report on North-Western Australia, Commonwealth 
Parliamentary Paper No. 58 of 1920. 

+ An account of Australian efforts (and failures) to develop and settle the 
Northern Territory, and of the reasons for the failures, is given in THE 
Rounp Taste, No. 72, September, 1928, pp. 858-868. 

_ y In 1881, the white population was 56,000 ; in 1891, 109,000; in 1901, 
146,000 ; in I91I, 157,000; in 1921, 181,000; in 1933, 217,000 (estimated). 
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been obtained by anyone who reads the official literature 
of twenty to twenty-five years ago. The Commonwealth 
Government, which took over the Northern Territory from 
South Australia in 1911, engaged in a campaign to promote 
close settlement by white farmers. The Territory’s 
“boundless possibilities”—that stock phrase so often 
used in any government appraisement of Australian 
resources—were widely advertised, and the Commonwealth 
Government’s propaganda of that time became more widely 
known than the cold accounts of the researches of the 
geographers (such as Griffith Taylor’s, already cited), who 
showed how limited were the opportunities for any sort of 
close settlement, whether white or coloured, in the north.* 
The Government is thus responsible in large part for the 
widespread opinion, evidently shared by the Dean of 
Canterbury, that here is a large area of fertile land that, but 
for our assumed policy of keeping Australia to ourselves, would 
relieve the distress of Asia if we let Asiatics come into it, 
Asiatics, it must be remembered, had their opportunity 
long before white men settled in Australia. There is no 


doubt that the north coast was constantly visited by 
Malays.f Flinders, sailing the Arafura Sea in 1803, met a 
fleet of their praus from Macassar, engaged in fishing on the 


* Geographers, unaccustomed to find white settlement in tropical regions 
in other parts of the work’, allowed themselves to be carried away by their 
task of exposing the errors of official publications, and did less than justice 
to the success of white settlement in northern Australia. It has frequently 
been said that Queensland is unhealthy for the white race. The facts are 
that the unhealthiness of the tropics is due rather to endemic diseases than 
to climate and that Queensland is free from nearly all of the usual diseases 
of the tropics. See the report of the Australasian Medical Congress, 
Brisbane, 1920, in the Medical Fournal of Australia, September 18, 1920, 
pp- 291-299; Dr. A. Breinl, “‘ A Comparative Statistical Inquiry into the 
Prevalence of Diseases, Death Rates, Infantile Mortality and Birth Rates in 
Queensland ” in the Medical Fournal of Australia, September 2, 1921 ; and, 
exposing some errors of Ellsworth Huntington’s, a paper by C. H. Wickens 
(then Commonwealth Statistician) on “The Vitality of White Races in Low 
Latitudes ” in Proceedings of the Royal Society of Victoria, Vol. 40 (1927), 

. 17-24. 
™" Sir Baldwin Spencer’s Presidential Address in the Report of the Aus- 
tralasian Association for the Advancement of Science, 1921, p. lxxxiii. 
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coast. They are used to pioneering, and they had the 
opportunity to settle, if they wished. ‘There is no evidence 
that any but castaways ever remained in Australia. The 
reason need not be sought beyond what has already been 
said about the climate and the soil. Anyone who 
suggests that the Japanese could now take over and develop 
this region must justify his view from their performance 
elsewhere. Are they well fitted for the pioneer settlement 
of a new country? Have they had experience of life on 
poor soil in a hot climate with a winter drought? Have 
they ever lived successfully in a tropical climate? Is it 
not the truth that they do not flourish except in a warm 
temperate climate ? Formosa is too hot for them ; they 
have done well in Hawaii, just within the tropics, but Hawaii 
has a climate tempered by sea breezes ; their settlement at 
Davao in the Philippines—about as far north of the equator 
as Darwin is south—has been seriously hampered by their 
difficulty in accustoming themselves to the climate. 

In face of these doubts, is an English publicist justified 
in asking Australia to take the risk of the mixed population 
that would be the almost certain result of bringing in a large 
coloured immigration to settle the north? Lancashire, 
through Japanese competition in cotton, is now able to 
appreciate the strength of the reasons that have led Aus- 
tralia to shelter her workers from the competition of those 
who can live more cheaply. England has no comparable 
experience which would enable her to share our fears for 
the future of our whole social and economic structure if we 
had a large coloured element in our population. These 
fears have already been well stated in these pages*. Bryce’s 
view in Studies in History and Jurisprudence (1901) may be 


recalled : 


Racial differences and animosities . . . are usually dangerous only 
when the unfriendly races occupy different parts of the country. If 
they live intermixed, in tolerably equal numbers, and if in addition 
they are not of different religions and speak the same tongue, the 


* See Tut Rounp Taste, No. 42, March, 1921, p. 312. 
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antagonism will disappear in a generation or two by social inter- 
course and especially by marriage . . . But in one set of cases no fusion 
is possible ; and this set of cases forms the despair of the statesman. 
It presents a problem which no constitution has solved. It is the 
juxtaposition on the same soil of races of different colour... A 
community in which there exist two or more race elements physically 
contrasted and socially unsusceptible of amalgamation cannot grow 
into a united State.* 


It remains to mention that in July the Prime Minister 
announced that the Commonwealth Government was 
considering a plan for the development of Northern Aus- 
tralia, which contemplated the formation of two chartered 
companies, The project included the granting of land 
tenures under favourable conditions, the creation of a low 
tariff or non-tariff area, exemption from land tax and 
income tax, and safeguards for the full protection of the 
aborigines. There was scope, he said, for two companies— 
one to operate in the country lying to the south of the Gulf 
of Carpentaria, including the Barkly tableland ; the other 
in the region of the Victoria river, with which, if the 
Government of Western Australia agreed, could be included 
part of that State (the Kimberley highlands) with Wynd- 
ham for its port. The project seems to have received 
considerable comment in London but little in Australia, 
where its announcement has excited surprise rather 
than interest. Its possibility seems to depend on the 
future of the European market for beef, the present indica- 
tions of which would not justify any large expenditure in 
the north, even if it should be proved that a solution of 
the problem of carrying chilled beef to compete with 
Argentine beef in London has been found. Comment in 
London, too, draws attention to the fact that nothing has 
been said of wages and working conditions, at present 
subject to Arbitration Court awards, which render almost 
all industry impossible in the Northern Territory. 


Australia. 
September, 1933. 
* (Vol. 1, pp. 290-21.) 





WAS MOSES RIGHT ? 


(From a Contributor) 


VW A OSES forbids the Hebrews, in the twenty-third 

chapter of Deuteronomy, to take interest on money 
lent to one another—though they may take it on money lent 
to Gentiles, who in this as in some other points of his legis- 
lation seem to be regarded as lawful prey. Aristotle, in the 
first book of his Politics, also condemns the taking of interest 
on the ground that money is meant to beexchanged for other 
things and not to breed more money. 

Since the teachings of Moses and of Aristotle have been 
the two main influences on the thought of the Western 
world for the last two thousand years, it is worth enquiring 
why this particular precept, on which they are both agreed, 
has been completely thrown overboard in theory as well as 
practice. For modern opinion, except in the Mahomedan 
world, goes much further than to condone the taking of 
interest as a venial error : it exalts it as a positive virtue. Are 
the moderns right or the ancients? Is there any sound reason 
behind the view of Moses and Aristotle ; or must we brush 
it aside as a mere eccentricity of two otherwise sensible 
men ? 


I. Tue Curt or Turirt 


HE defence of interest which is generally put for- 
ward is that it is necessary to encourage the practice 
of thrift. For, it is said, a man will be less inclined to deny 
himself present enjoyment and save part of hisincome instead 
of spending it if all that he gets back in the future is the 
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principal amount of his saving. He must have some return 
besides in the way of “ rent on his capital.”” Otherwise not 
much capital will be accumulated, and the accumulation 
of much capital is necessary to the welfare of the world. The 
supreme necessity of thrift and of increasing capital is an 
axiom of orthodox political economy. Let us consider its 
foundations. 

The praise of thrift was illustrated in the Victorian age, 
and even earlier, by continual reference to the merits of the 
ant and the bee—the author has not found any mention of 
the squirrel—as compared with those improvident animals 
which live from day to day and consume what they get as 
fast as they get it, and which consequently fall from time to 
time on periods of scarcity. 

Now the thrift of these provident insects consists in 
laying up for future consumption stores of the things which 
they actually consume. Human beings who do this are not 
regarded to-day as benefactors but as pests to the com- 
munity. The farmer who produces more wheat than the 
world can eat at the moment ; the planter who produces 
more coffee or rubber or sugar than can be consumed ; the 
miner who produces more copper or tin—these are the only 
people who actually follow the example of the ant and the 
bee. But these are not praised but abused as a source of 
economic trouble. The people who are praised for thrift 
are those who lay up a store not of goods but of money. 
Money cannot be consumed. It can be exchanged for con- 
sumable goods, but these have yet to be produced. Thrift, 
therefore, as it is preached to and practised by mankind, is 
not the accumulation of goods for future use: that is 
called over-production and is blamed. It is the accu- 
mulation of claims on goods which have yet to be produced. 
Mankind as a whole does not—and cannot except to a very 
limited extent—practise thrift in the sense that the provi- 
dent insects practise it. It accumulates not consumable 
goods but claims on consumable goods. 

Where is the advantage in this from the point of view of 
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the community ? The advantage from the point of view 
of the individual accumulator is obvious. But if the only 
result of thrift is that certain individuals accumulate claims 
against the future production of goods by themselves or by 
other individuals, it is not clear how the community benefits. 

The answer of the orthodox economist will be—thrift is 
in fact as you describe it. But its value to the community 
is this, that without it capital cannot accumulate; and 
unless capital accumulates new enterprises cannot be under- 
taken: unless new enterprises are undertaken production 
cannot be increased. The public justification of thrift is 
this : that those individuals who are willing to refrain from 
consuming all the goods that they can command, and to 
devote a part of them to building up the means of future 
production, are public benefactors and should be rewarded 
and encouraged by every means. The means which has been 
devised is to give them not only the future use of all that 
they save now but something in addition—and this addi- 
tional benefit is what we call interest. 

We shall understand the emphasis laid on thrift by the 
nineteenth-century economists if we remember that all 
their speculations were dominated by the Malthusian 
theory. This theory, broadly speaking, is that the population 
of the world tends to increase faster than its means of sub- 
sistence, that the world therefore has to face a continual and 
increasing risk of starvation. The argument runs thus. A 
certain number of people can support themselves by their 
labour on a given piece of land. But let their number be 
doubled and they can by no means support themselves on 
the same land. Though they can apply double the labour, it 
will not double the produce or anything like it. They must 
either improve their methods or bring outlying land under 
cultivation—and that will be less fertile and will need more 
than the same labour to give the same produce as the first 
piece. Generally speaking, argued.the economists, you can 
get a certain production of anything by expending a certain 
amount of labour, but if you wish to double that production 
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you must much more than double the labour. This was 
known as the law of diminishing returns. 

It followed from this that if the world was not to starve 
the machinery of production must be constantly im- 
proved ; for the mere labour of an increasing population, 
using the same methods, would not support the new 
numbers. Hence the welfare of the community demanded 
the greatest possible amount of thrift—not for the purpose 
of accumulating claims by some individuals on the future 
production of others, for that would be futile, but for the 
purpose of devoting as large a proportion as possible of the 
goods produced from day to day to the improvement of the 
means of production, instead of to present enjoyment. In 
other words, it was held that production should be diverted 
from consumers’ goods and turned towards capital goods. 

It is hardly necessary to point out that the Malthusian 
theory can no longer be accepted as the guiding star of all 
economics. Our problem now is not to provide food for hungry 
mouths but to find hungry mouths for the food which we 
have—or rather to get the food to the mouths. On the one 
hand, the tendency of population to increase has slowed 
down and seems likely to disappear. On the other hand, it is 
now recognised that the law of diminishing returns does not 
hold true in many fields, and even where it does hold true 
it has not the importance that used to be attached to 
it. Steam, electricity, the internal combustion engine, 
the development of new inventions in machinery, have 
made the limitations of human labour a matter of little 
moment. The law of diminishing returns plainly does not 
apply to many kinds of production. According to that law, 
Mr. Ford, if he wished to double his output of motor cars, 
would have to treble his labour force. In actual fact he would 
have to increase it not by 200 per cent. but by 50 per cent. 
or even less. Indeed we might say that for a great deal of 
present day production there is a law of increasing returns. 
Even in those fields where the law of diminishing returns 
still holds good, the substitution of mechanical power, 
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which does not need to be fed, for man power, which needs 
to be fed, cuts the bottom out of the Malthusian argument. 

But if neither the Malthusian theory nor the law of 
diminishing returns is true for to-day—however true they 
may have been for the conditions of the time when they 
were formulated—then the foundation of a great part of the 
orthodox political economy is swept away. In particular the 
proposition that the practice of thrift is wholly commend- 
able from the point of view of the community as well as from 
that of the individual loses its main support, and it is open 
to us to enquire whether thrift is an unqualified economic 
good for the community as well as the individual, or whether 
on the contrary it may not sometimes be an economic evil. 
But if the latter theory is tenable then it follows that thrift is 
not always to be encouraged. And if we come to that con- 
clusion then the chief ground hitherto alleged and accepted 
in support of interest is taken away. For if thrift needs no 
encouragement, but perhaps even repression, the practice of 
giving and taking interest is no longer required on public 
grounds, and it may even be permissible to ask if the views 


of Moses and Aristotle—which presumably had something 
to support them in the conditions of their own time but 
were not considered applicable when those conditions 
changed—may not after all have some validity now that 
conditions have changed yet again. 


II. ExcesstveE Savinc 


ET us consider the possible evils of excessive thrift. 

Even for the individual thrift can be pushed too far. 
Take the case of the miser who lives all his life in squalor 
and buries his money in the ground. No one thinks him 
wise or admirable. And is not the world in much the same 
case when it goes on heaping up money and refusing to 
spend it and in consequence cutting down its production 
and consumption of goods, and ‘falling into a lower stan- 
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dard of living, which for many hardly exceeds that of the 
miser ? 

It has been pointed out by an American writer that 
excessive saving, while it increases the nominal amount of 
a community’s capital, can actually diminish its real value. 
For the real value of capital lies in the return that it gives 
in the way of consumable goods. Imagine an isolated 
community whose annual output of goods is valued at 
£1,000,000. Its practice has been to save 20 per cent. of 
this amount and to reinvest it in its producing plant. It is 
assumed that this reinvestment is sufficient to keep the 
plant in good condition, that is, to cover depreciation. 
The plant is valued at £10,000,000. That value remains 
constant as the depreciation written off equals the new 
investment each year. 

Now suppose that the community decides to save 
50 per cent. of its income every year instead of 20 per cent., 
and to apply the additional amount to enlarging its plant. 
The nominal capital value of the plant will go up because 
the new expenditure on it now exceeds the depreciation. 
But the amount which the community can spend on con- 
sumers’ goods produced by the plant has been reduced 
from {£800,000 to {500,000 a year. Therefore the plant 
will only be able to turn out £500,000 worth of goods every 
year instead of £800,000 worth as before—for it will have 
no market for more. But the real value of the plant to the 
community consists in the consumable goods it produces. 
Its real value therefore has been reduced by nearly 40 per 
cent. although its nominal value has been substantially 
increased. The only result of the additional saving is to 
increase the capacity of the plant but to reduce its actual 
output and therefore its real value. 

We have taken the most favourable case—where the whole 
additional saving is applied to the provision of additional 
capital goods. Here, at any rate, there would be new 
productive capacity provided though it would lie idle. It 
is conceivable that after a period of financial readjustment 
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some means might be found—by the lowering of prices and 
the cutting down of the return on capital—to bring the 
increased capacity into play and so in the end to increase 
the real value of the plant to the community. But suppose 
that the additional saving is not applied to capital goods at 
all—or ceases to be so applied when it appears that the 
purchasing power of the community has fallen off and that 
there is no demand for additional production. In that case 
the additional savings would lie in the banks and would be 
put to no use at all. The community would have more 
nominal capital—for it would have its plant plus money 
in the bank—but the real value of its total capital—that is, 
its yearly output of goods—would be less than before. 

Here it must be stated that in the world of fact expendi- 
ture on capital goods generally translates itself into expen- 
diture on consumers’ goods at one or more removes. If A. 
decides to build a new factory with his savings, a substantial 
part of the money is spent on the wages of the construction 
crew. ‘They in turn spend it on consumers’ goods. Most 
of the rest of the money is spent on material—bricks, steel, 
etc. Again a substantial part of this goes for the wages 
of the brickmakers and foundrymen and is by them spent 
on consumers’ goods. At a further remove, the money 
spent by the steel company in purchasing ore and coal goes 
partly to pay the wages of miners. The result of the whole 
process is that A.’s expenditure, which was originally on 
capital goods, is turned into expenditure on consumers’ goods 
except for such part of it as the various recipients save as 
they go along. 

The same holds true when the capital goods are not of 
the kind called reproductive—for example when they are. 
such things as schools, roads, bridges and public works in 
general. It follows that any increase in saving, which merely 
causes the diversion of purchasing power from consumers’ 
goods to capital goods, does not in practice much lessen 
the purchasing power applicable to consumers’ goods. For, 
as things work out, a great deal of the expenditure on 
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capital goods translates itself at one or more removes into 
expenditure on consumers’ goods. 

But for this to happen it is necessary that the savings 
should be actually applied to the acquisition of capital 
goods, 1.¢., that they should be spent on new construction 
in some form or another. If they are not—if they merely 
lie idle as bank deposits—then we get the second case in 
our illustration. The purchasing power applicable to 
consumers’ goods is diminished by the amount of the saving; 
the output of these goods is diminished; and the com- 
munity as a result of its saving becomes actually poorer in 
terms of real value, that is, in its day-to-day} production 
of goods. 


III. Tue Inrirvence or INTEREST 


T is at this point that the influence of interest may 
become mischievous—in its tendency to bring about this 
second state of affairs, in which savings lie unemployed and 
goods fail to circulate or to be produced for want of a 


circulating medium. New capital, 1.¢., savings, has learned 
to expect as its proper prerogative rent, which is called 
interest, and that at the current rate. If it cannot get 
this rate it will lie idle. 

Everyone, therefore, who proposes to use capital reckons 
on having to pay interest—to others if he borrows; to 
himself if he uses his own capital. In these circumstances 
no one will undertake a reproductive work unless he can see 
his way to earn at least the current rate of interest on his 
expenditure and something over for his risk. But the 
current rate of interest, as will be shown below, is generally 
higher than reproductive works will yield except when 
business is at its most active. And excessive saving will 
reduce the activity of business, for it will have lessened 
purchasing power. So it will create the very position 
which stands in the way of its own re-employment. 

As regards non-reproductive works, these are generally 
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undertaken by governments and public bodies. Here the 
undertakers have to raise the money by loan and to reckon 
on paying interest as well as ultimately repaying the capital. 
They can only get this interest through the levy of taxes. 
But when business is poor tax yields fall off, and they 
hesitate, if they are prudent, to impose new burdens on 
their revenue. Here again we have the same effect. 
Savings reduce purchasing power unless they are at once 
re-employed on capital goods. But the reduction of pur- 
chasing power causes poor business. And poor business 
prevents the re-employment of savings, because it diminishes 
or destroys altogether the probability that the current rate 
of interest will be earned or, in the case of public works, 
the probability that tax revenues will prove sufficiently 
elastic to meet the added strain. 

We have indicated that current rates of interest are higher 
than can be borne except in the most favourable times. 
Let us consider how this comes about. We will go back 
to the conception of interest as rent on capital. Rent on 
land must not be higher than the surplus which the tenant 
has left out of the produce of the land after paying his 
reasonable living costs and the cost of keeping the land in 
good condition. Otherwise cultivation will decay. Where 
the rack-rent system has prevailed, that is to say where the 
last farthing has been squeezed out of the tenant, this has 
been the result. Now the tendency of capital is always 
to work on the rack-rent system, that is, to exact all the 
rent that it can. As entrepreneurs are always wanting 
capital—just as the whole population of Ireland a hundred 
years ago wanted land—and as the pressure on democratic 
governments for public services and amenities makes them 
also eager borrowers, capital is able to make its own terms. 
If it cannot for the time being obtain those terms it can 
carry on a sort of informal strike and refuse to invest, 
letting its money lie idle. In this point capital has the advan- 
tage over the landlord. For the landlord, generally 
speaking, cannot let his land lie idle if he cannot get the 
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rent that he asks. If he did it would rapidly deteriorate. 
Moreover, it is probable that if cultivable land were with- 
held by its possessors from cultivation on a very large scale, 
merely because they could not get the rent they required, 
such action would be considered anti-social and would be 
dealt with by legislation. 

Let us suppose that the whole assets of the world were 
capitalised in terms of money. A greater.interest on 
this capital could not be expected than the annual increase 
in the world’s wealth. The rate of this increase differs, of 
course, in different countries and at different times ; but it 
has been estimated that the average annual rate of increase 
over the whole is between 2 per cent. and 3 percent. Even 
if the whole of this increase were applied to rent on capital 
—which would mean that no one except the owners of 
capital could possibly improve their position—it would 
not suffice to pay any rate of interest that has been current 
in modern times. The lowest current rate of interest on 
the very best risk, for example, the old Consols, was over 
2 per cent.,and the average rate has always been substantially 
higher than this. 

How then, it will be asked, has the world gone on paying 
a rent on capital which it could not afford ? The answer 
is that the assets of the world have only been very partially 
capitalised and even now it is only in the so-called progressive 
countries that the process of capitalisation has gone very 
far. 

The farmer who owns his farm goes on working it so 
long as it provides him with a subsistence. He does not 
know nor ask what inte rest it is paying on its capital value. 
It may be that in many years it is little or nothing, 1.e. that 
after providing his livelihood there is nothing left over. 
It is the same with an individual business. But if the 
farm or the business is turned into a limited company and 
capitalised, then the shareholders expect at least § per cent. 
return on the capital after providing for working expenses. 
If the capital is wholly in the form of shares the company 
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may go on though no dividends are paid. But if the 
capital is partly in the form of debentures, then when the 
interest on these is not earned the company is bankrupt 
and the undertaking may become derelict. 

The enormous growth of joint stock companies in 
England and the United States has led to the capitalisation 
on a very large scale of most forms of property and most 
forms of business activity. The figure of capitalisation 
tends to be based on the productiveness of exceptional 
periods. An interest return is expected on this higher 
than the rate paid on the government or municipal loans. 
This latter rate in turn is kept high by the constant borrow- 
ing for public improvements, which is a leading feature of 
modern government. This borrowing is not necessarily 
to be condemned: for it means the utilisation of the 
community’s surplus production for the purpose of 
providing public amenities: which is better than letting 
the surplus lie idle. But, as pointed out above, one result 
of it is that interest rates are kept higher than either 
business or taxation can bear. This becomes apparent 
from time to time and then new capital goes on strike and 
remains idle. 

It may be pointed out that the unduly high rate of 
interest which prevails in the modern economic world 
in itself leads to excessive saving. For appetite grows 
with eating. A man who has accumulated a large capital, 
and receives as rent on it a large claim on the world’s 
annual production, is likely in-most cases not to exercise 
the whole of this claim by taking and using consumable 
goods (including the services of others). Any instincts of 
thrift which he may have by nature are reinforced by the 
doctrines of orthodox political economy. The spirit of 
accumulation is still regarded as praiseworthy as. long as 
it does not turn to absolute miserliness. A man who has 
an income of {£50,000 a year and spends only {5,000 of it 
and saves the rest would be acclaimed almost everywhere 
as a useful citizen. Consequently the more capital ac- 
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cumulates, and the higher the rent of it is, the greater is 
the proportion of the community’s income which is not 
spent on consumable goods but is put aside in the form of 
savings. Moreover in a capitalist world everyone who has 
the opportunity strives to become a capitalist, and the 
savings of the rich are augmented by the savings of the 
moderately well-to-do and even of the poor. All this mass 
of saving is nothing but a claim on goods which has not 
been exercised but is held in reserve. If this claim were 
applied forthwith to the acquisition of capital goods there 
would be little mischief in it. For such expenditure would 
necessarily translate itself into expenditure on consumable 
goods, which would accordingly go on being produced. 
But when savings are held out of use—as they are for 
considerable periods, and in great volume—whenever 
neither reproductive works nor public works can offer 
the current rate of interest which they expect, then the 
channels of production and distribution are blocked and 
the damage to the community is manifest, whatever may be 
the result to the individual saver. 


IV. Tue Error or Ortruopoxy 


HE orthodox economist will reply at once: “ All this 

may be so. But if savings now frequently refuse to 
work because they cannot get as high an interest as their 
owners want, how do you better matters by abolishing 
interest altogether? Would not the result obviously be 
that savings would be hoarded, not periodically but all 
the time? If a man is not going to get any rent on his 
savings he will prefer to keep them in the form of money 
in the bank, instead of lending them to someone who will 
merely undertake to repay the principal at a stated period 
or periods. So you will get your immobilisation of pur- 
chasing power as a permanent condition, whereas now it 
merely happens from time to time.” 
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The dilemma is a real one for a highly industrialised 
society, in which the full use of its productive powers 
depends on the maintenance of a constant flow of money. 
Nor can it be met if we assume that money, as a form of 
property, is peculiarly sacred and can never be subjected 
to the obligation which is imposed on most other forms 
of property—that of being kept in use. No organised 
society would allow land-owners as a whole to say: “ We 
have other means of subsistence ourselves and we will 
allow no crops to be grown until rents rise to our liking.” 
Or coal-owners to say: ‘‘No-coal shall be mined until royalties 
go up.” Apart from anything else other forms of property 
are taxed whether they are idle or in use, and this alone 
compels them to be kept in use. Money is exempt from 
this form of pressure at present ; it can remain idle without 
deteriorating and without being taxed so long as it is not 
used. But this exemption is a matter of convenience, 
not of right. If it were taken away the power of savings 
to hold up the business of production would disappear. 

But, it may be said even if you can get over this 
difficulty, the further difficulty still remains that savings 
will not be made at all—and therefore you will have 
no new capital, without which progress is impossible— 
unless they are attracted by the inducement of receiving 
interest, and a high rate at that. People will not deny 
themselves present enjoyment and withhold a part of their 
claim on consumable goods, if all that they are to get in 
the future is the principal amount of what they save now. 

But is this true? The ant and the bee save from a 
prudential instinct. They get no rent on their savings 
but only the use of the principal when they need it. 
Would not the same inducement be enough for mankind ? 
All the ordinary motives for saving would remain unim- 
paired—to provide for old age, or for the time when 
leisure was preferred to work—to hand on property to chil- 
dren—to hold purchasing power in reserve—to enjoy the 
pleasure which comes from great possessions, or even 
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from the consciousness of a bare independence. All these 
motives would apply to the accumulation of claims_on 
future production, whether such claims carried a rent 
with them or not. The rate of saving might be slowed 
down: but that might be an advantage rather than an 
evil from the community’s point of view. Enough would 
surely remain to finance both new enterprises and new 
public works. The difference would be that the man who 
employed his own savings on reproductive works would 
have to take the position and the risks of an entrepreneur 
or a partner in enterprise. He might lose his capital or 
increase it. The man who wished to make sure of his 
principal would be able to get that and no more. Repaye 
ments would be periodical. In other words borrowers, 
instead of paying interest, and repaying the principal 
amount as well, would pay a sinking fund but no interest. 
It is not the intention of this article to propound dog- 
matically a revolutionary theory of finance, or to suggest 
that the complete and immediate abolition of interest is a 
measure which can or ought to be undertaken forthwith. 
It is desired, however, to suggest that the excessive growth 
of so-called “ capital” and its excessive expectations in 
the way of rent, which is called interest, are more respon- 
sible than sunspots for the periodic convulsions which shake 
the modern economic world. That the burden of interest 
has increased, is increasing and ought to be diminished. 
And that there is little likelihood of this happening so 
long as we rely implicitly on a financial system and financial 
dogmas which are based on theories framed to suit world 
conditions quite different from those now prevailing— 
theories which, even if they were true for the time when 
they were framed, are certainly not true for our time. 





“THE DOLE” 


I. Tue Prosptem or UNEMPLOYMENT 


HERE has been no more harassing problem for 

successive British Governments since the war than 
that of unemployment. Time and again the electors, 
disgruntled by the failure of one Government to find any 
effective solution, have returned its opponents to power, 
only to find themselves further disappointed, until they 
seem to have relapsed into smouldering disillusionment. 
Meanwhile the grim army of the workless, never less than 
a million strong and mustering over three millions in the 
trough of the depression, has been a reproach to our 
economic system and a-menace to social and political 
stability. 

The maintenance of the unemployed has been an ex- 
tremely heavy charge upon the resources of the community. 
The policy of the “dole” has often been vigorously 
arraigned on an indictment of subsidising idleness and 
pauperising the working class. At home and abroad, it 
has been represented as betokening the decay of British 
character and the decline of British power in the councils 
and the markets of the world. To rebut such exaggerated 
accusations is not difficult, for one has only to demand 
whether their framers would have let the unemployed 
starve, or whether, had no provision for the support of the 
workless been made beyond the exigent confines of a 
deterrent poor law, Great Britain could conceivably have 
escaped some social upheaval. It is sufficient answer that 
the dole system was originally instituted to provide for 
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men who had come back from the war, expecting “a land 
fit for heroes to live in,” and found no jobs awaiting them, 
and was continued because the dearth of employment 
imposed itself as much upon the industrious as upon the 
indolent, for reasons beyond their power to remedy. 

Nevertheless, in order to answer more moderate and 
coherent charges of waste, it is necessary to enquire 
further into the character of unemployment relief. In 
the first place, our present system embodies a scheme of 
genuine insurance, in which the three parties to industrial 
and social risk—employers, workpeople and the State— 
contribute to a fund out of which is paid, as of right, 
compensation to those unfortunate contributors for whom 
the risk has become a reality. ‘ Dole” is an altogether 
false title for such insurance benefit. In the second place, 
the dole was gradually grafted on to the insurance plan by 
a series of temporary expedients, each devised in the 
expectation, which was shared by all political groups, that 
high unemployment was an evanescent creature of ab- 
normal conditions. 

On that point we are now entirely disillusioned, but we 
must nevertheless analyse the composition of unemploy- 
ment before criticising or propounding possible methods 
of relief. The unemployed, even the basic million below 
which the total has never fallen since the 1921 slump, are 
not a continuing body composed always of the same 
persons. Since 1920 over 60 per cent. of insured workers 
have been registered as unemployed at some time or 
other. A sample analysis of the insured population in 
July, 1930, showed that 44°2 per cent. had drawn no benefit 
inthe previous seven and a quarter years, 23°9 per cent. 
had drawn benefit for less than 100 days out of a possible 
2,259 days, and a further 10°6 per cent. had drawn benefit 
for between 101 and 200 days. The Ministry of Labour 
concluded from the analysis that 
More or less continuous unemployment is confined to a very small 
section of the insured population which cannot include more than 
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about 100,000 men and 3,000 women. This group represents the 
maximum size of the “ standing army ” of the unemployed. 

That conclusion by itself, however, would be misleading. 
A test of employability, applied by sample, indicated that 
in February, 1931, some 467,000 men and 120,000 women 
were “unsuitable for sybmission to an employer for a 
local vacancy without éxceptional features.” Of these, 
about 374,000 men and 97,000 women were handicapped 
by age or other physical defect, sometimes accompanied 
by inadequate industrial training, the remainder being 
handicapped by the latter disability only. The records of 
continuity of unemployment given above make clear. that 
the “ too old ” group of the “ unemployable ” class changes 
in personnel quite rapidly, and that most of the remainder 
of the class get some work from time to time. Nevertheless, 
the 600,000 men and women coming within the Ministry’s 
classification do form a real “ hard core” of unemployment. 

Another part of the hard core is laid bare by examination 
of the figures of unemployment in the different industries. 
About two-thirds of the workers rejected under the above 
test of suitability for employment are attached to industries 
with exceptional unemployment, where their disabilities 
are enhanced. Certain industries including over three 
million insured workers suffer from far more than 
average unemployment. If their unemployment from 
1927 to 1931 inclusive—a period which included both 
improving and sagging industrial conditions—had been no 
higher than the average of all other insured industries, the 
number of unemployed would have been 430,000 less. 
The industries in question include some, like docks and 
public works contracting, which always have a high level 
of unemployment because they tend to be the refuge 
of unemployed from other industries; but the greater 
number are industries like coal, heavy iron and steel, 
shipbuilding, pottery, and textiles, in which, for a variety 
of reasons peculiar to the post-war period, capacity has 


largely exceeded the available market. The recent Royal 
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Commission estimated the redundant labour force of a 
group of seven large industries with abnormally high 
unemployment at 400,000 at least, and possibly 700,000. 

The problem of unemployment is therefore not nearly 
so simple as some of the diatribes against the dole would 
suggest. The army of unemployed includes, among other 
important elements, the aged and infirm, untrained young 
people, the intermittently employed workers in casual or 
seasonal industries, those temporarily unemployed through 
normal shifts of production in every industry from firm to 
firm, and from area to area, and the redundant labour force 
of the depressed industries. ‘These elements obviously call 
for different kinds of remedial treatment, as well as of 
maintenance. One of the chief charges levied against the 
dole system has been its failure to put the unemployed to 
work. Critics demand that the relief of idleness should be 
associated with the relief of destitution, for a number of 
different reasons—because such a measure would test 
the willingness of the unemployed to work, because it 
would give the Government something to show for its 
money, or because it would restore the physical and moral 
stamina of the unemployed. The example of some 
continental countries, especially Germany, has been adduced 
to illustrate our own backwardness in this matter. The 
extent, however, of the provision of “ remedial ” work in 
these countries has been much exaggerated. An investi- 
gator on behalf of a London daily newspaper, whose 
sympathy with the German endeavours was unmistakable, 
wrote about them as follows :— 


While the State schemes find occupation for some 750,000 people 
—a great proportion of them under open-air and countryside 
conditions—and while it seems plain that the same energy and 
initiative shown in Great Britain would immensely ease our problem 
—there must remain in Germany some 5,000,000 at least who are 
completely idle. And their rates of unemployment pay are far 
below ours. . . . Enormous numbers are living on little more than 
bread and potatoes.* 


* J. L. Hodson in the News-Chronicle, December 1, 1932. 
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The capacity of this country to emulate the Continental 
work schemes is limited by three main factors: the high 
standard of life maintained and insisted upon by workers 
and workless, the urban concentration of population, and 
the character of the unemployment from which we suffer. 
Finance has played a very big part. The returns of the 
Unemployment Grants Committee show that, in round 
figures, it cost {1,000,000 to keep 4,000 men in employ- 
ment for twelve months. Unemployment benefit paid to 
the same number of men for the same period would have 
cost only about £220,000 at current rates of benefit. “It 
is doubtful,” commented the recent Royal Commission, 
‘whether the economic value of the work done approaches 
the difference between these sums.” It is clear, further- 
more, that setting men to work on the land or on public 
schemes is neither a practicable nor a desirable expe- 
dient to apply to most of the constituent groups of the 
unemployed. When we turn to the question of training 
for new employment, and transference to new areas, we 
meet this insurmountable difficulty, that just when the 
need is greatest the opportunities are least. Almost 
invariably, when the depressed industries are at their most 
depressed, the more prosperous industries are also suffering 
from abnormal unemployment. This argument, however, 
loses much of its cogency when applied to the training of 
juveniles. The opportunities, moreover, do not end 
there. The work of the Society of Friends and other 
voluntary associations in providing occupation for the 
unemployed on work of social, though of low commercial, 
value has won the admiration of the country. The local 
authorities have also done something in the way of pro- 
viding centres where instruction is given in physical drill, 
the repairing of boots and clothes, gardening, and so on; 
but provision of this kind is generally felt to have been 
hopelessly inadequate. The first, because the most urgent 
problem of unemployment is that of maintenance; but 
scarcely less urgent and no less important is that of restor- 
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ing the morale, the strength, and the civic and industrial 
capacity of the chronically workless. 


II. “Tue Doe” anp THE Poor Law 


ITH the publication of the Government’s Unem- 

ployment Insurance Bill, the problem of the able- 
bodied poor reaches a new and perhaps a final stage. In 
1908 the majority and minority reports of the famous Poor 
Law Commission agreed that a system of unemployment 
insurance should be established, and further, that able- 
bodied unemployed not covered by insurance should be 
gtanted relief on special conditions ; but they differed on 
the question, which is now in the forefront again, by what 
means such relief should be administered, the minority 
favouring a national system and the majority preferring 
the use of existing agencies of poor relief. 

In 1911 a system of national unemployment insurance 
was established, under which the employers and employed 
in the insured industries, and the State, contributed weekly 
to a fund out of which unemployment benefit was paid; 
but it was not until 1920 that the scheme was extended 
to cover all industries except agriculture, domestic service, 
and such trades as might contract out. By this time the 
principle of insurance was already being clouded by. the 
attachment to the scheme of non-insurance reliefs, granted, 
in the first instance, to those demobilised from war services, 
but later applied, as a result of the 1921 slump, under the 
title of “ extended benefit,” to those who had exhausted 
their insurance rights through prolonged unemployment. 

There were three main reasons for thus burdening the 
insurance scheme with non-insurance doles. . The first 
was a vain expectation that the excess unemployment would 
be a temporary phenomenon. The second was the un- 
desirability of laying upon workers who were genuinely 
seeking employment the personal and social stigma of 
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application to the poor law, which would otherwise have 
been their only available resort. The third reason was the 
financial and administrative desirability of keeping all the 
unemployed under a single authority, responsible for 
remedial measures and for the employment exchanges. 

The Exchequer paid the cost of “ extended benefit,” but 
even so trade depression drove the insurance fund into 
debt. The conditions of benefit varied from time to time, 
but from 1928 onwards, following the report of the 
Blanesburgh Committee, each applicant for benefit was 
required to pass the unexacting test of having made thirty 
weekly contributions in the past two years. Until March, 
1930, he had also to show that he was “‘ genuinely seeking 
work.” Subject to these conditions there was no time 
limit to the grant of benefit. “Transitional” benefit, found 
by the State, was granted to unemployed persons who 
could not pass the insurance test, but could show that 
they had made eight contributions in the previous two years 
or thirty at any time. 

The finances, however, of unemployment insurance 
deteriorated rapidly as the world depression set in. In 
the course of 1930 the Labour Government set up three 
bodies to discuss the problem of unemployment insurance : 
a three-party parliamentary committee, a committee of the 
Economic Advisory Council, and finally a Royal Commis- 
sion. Each cf these bodies concentrated on the twin 
problems of putting the unemployment fund on an “ in- 
surance basis ”—that is, of making the contributions balance 
the outgo, over what might be actuarially regarded as an 
average period—and of making special provision for those who 
exhausted their claims on the fund. The Royal Commis- 
sion presented an interim report in June, 1931, by which 
time the debt of the unemployment insurance fund ex- 
ceeded {80 million and was increasing rapidly. The 
Commission proposed a reduction of benefits and an 
increase of contributions, stricter limitation of the period 
both of insurance and of transitional benefit, and the 
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application of the “means test ” to transitional beneficiaries. 
The Labour Government went out of office in August, 
1931, partly by reason of its failure to face the issue thus 
presented, after passing an “ Anomalies” Act which 
tightened the terms on which married women, part-time 
and seasonal workers, and other special classes might draw 
unemployment benefit. 

There is little doubt that the insolvency of unemploy- 
ment insurance finance, which was given such outstanding 
emphasis by the May Economy Committee, provided one 
of the chief causes of the flight from the pound in the sum- 
mer of 1931 and the consequent abandonment of the gold 
standard. The so-called “dole” system has also been 
heavily criticised abroad, especially in the United States 
before adversity forced on that country the practical con- 
sideration of the same problems, on the ground that it 
demoralised the recipients of benefit and sapped the 
industry of the working class. Unfortunate, however, as 
the effects of the dole may have been in that direction, they 
can hardly have been more demoralising than unemploy- 
ment relieved only by the possibility of a resort to the 
poor law. Moreover, the unemployment benefit system 
had the great advantage in a time of business depression 
that it kept alive the circulation of money among classes 
of people and in industrial areas where the only alternative 
was the complete destitution, not merely of the unemployed 
themselves, but also of tradesmen and others dependent: 
on the expenditure of their incomes. In this way, the- 
system had an important effect in counteracting the dismal 
cycle of monetary deflation. 

Meanwhile a further step towards the “ nationalisation - 
of the poor law,” which had been adumbrated by the- 
minority of the Royal Commission of 1905-8, had been 
taken outside the sphere of unemployment insurance. Mr. 

_ Neville Chamberlain’s comprehensive Local Government 

| Act of 1929 abolished the old boards of guardians and 

placed the administration of poor relief under public 
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assistante committees of the county councils and the 
councils of the great cities. At the same time the “ block 
grants ” made by the Exchequer in relief of these authorities’ 
funds were regulated according to a formula in which an 
important factor was the level of local unemployment. 
When, later in 1931, the main recommendations of the 
Royal Commission’s interim report were adopted by the 
National Government, the application of the “ means 
test ” to transitional beneficiaries was handed over to the 
public assistance committees. 

The Royal Commission on Unemployment Insurance 
produced its final report* in November, 1932. The majority 
proposed to establish the solvency of the unemployment 
insurance fund by a cut in the benefit to single persons, by 
limiting the period over which insurance benefit could be 
paid, and by imposing more stringent regulations on the 
grant of benefit to partially employed workers. Their 
calculations were based on the very cautious hypothesis 
of three million unemployed. Otherwise, they did not 
recommend any major changes in the character or adminis- 
tration of the insurance scheme proper, though they 
suggested that it might prove possible to set up a special 
scheme for agriculture. Their most striking recommenda- 
tions related to provision for those ablebodied unemployed 
who for one reason or another fall outside the insurance 
scheme. In this connection they saw no reason for differ- 
entiating between workers who normally work in insurable 
employment and those who normally work in uninsurable 
employment. The majority of the commission. felt that 
the system of discretionary payment adjusted to individual 
needs, under the administration of local authorities, should 
be continued, but they regarded the actual system of 
administration as unsatisfactory in five respects : 


1. The means test was not administered on uniform principles. 
2. Some of the areas of administration were too small. 


* Cmd. 4185. 
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3. The central authority had insufficient responsibility for 
standards of administration and could not exercise effective control. 

4. The central authority concerned (the Ministry of Health) was 
not primarily an industrial authority and was not otherwise directly 
concerned with unemployment. 


5. The local authorities had no financial responsibility for the 
administration of the means test. 


They recommended the appointment of a statutory 
commission which would keep the insurance scheme 
constantly under review and suggest changes necessary to 
keep its finances on a sound basis. The statutory com- 
mission should also maintain a close watch over the develop- 
ment of the arrangements for unemployed workers outside 
insurance, and, before issuing general directions with 
regard to those arrangements, the Minister of Labour 
should seek the commission’s advice. Non-insurance 
benefit should be administered, under such central direc- 
tion, by new statutory committees of the local authorities, 
separate from the existing public assistance committees. 
Since the majority of the Royal Commission regarded it as 
desirable that each locality should retain a financial interest 
in its own employment situation, and as undesirable that 
local authorities should administer funds in which they 
had no financial interest, they suggested that each area 
should bear the cost of unemployment relief up to the 
extent of a 4d. rate. They thought that this burden 
would be balanced-by the removal from the ordinary public 
assistance scheme of workers not at present insurable and 
therefore not entitled to transitional benefit. 

It will be observed that the majority report followed the 
lines of the majority report of 1908, and of the temporary 
expedient introduced by the present Government in 1931, 
in turning over to local authorities the administration of a 
scheme which would be governed by national rules and paid 
for almost entirely out of the national Exchequer. The 
minority of the Royal Commission, on the other hand, 
held that the division of the unemployed into two classes 
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was fundamentally unsound, and proposed, therefore, a 
single scheme giving a statutory right to benefit to all 
workers who should comply with the general conditions 
imposed. The scheme, which would be administered by 
the Ministry of Labour through the employment exchanges, 
would be financed partly by contributions from employers 
and workpeople, but the remainder of the cost would be 
borne by the Exchequer without any contributions from 
local authorities. The minority were opposed to a means 
test, but if one were applied it ought to be administered at 
the labour exchanges under rules laid down by Parliament. 


III. Tue GovernMent’s Bitt 


N principle, the measure presented to the House on 

November 8 stands midway between the majority and 
minority reports of the Royal Commission. While rejecting 
the minority’s plan for a unitary service in which the dis- 
tinction between insurance and non-insurance benefit 
would disappear, the Government have decided on a 
national system of administration, as opposed to the 
reliance on local authorities favoured by the majority of 
the Royal Commission. It is credibly reported that they 
were compelled to take their decision by the refusal of some 
Labour-controlled local authorities to administer unem- 
ployment relief on the terms laid down in the Bill, that is 
to say, under a test of household means. Whatever the 
motives of the Government may have been, the most 
important feature of their Bill is that it will take all 
but a very few of the able-bodied unemployed definitely 
outside the local poor law. Local authorities will no 
longer have either the duty or even the right to relieve 
those who come within the unemployment assistance 
scheme. 

The first purpose of the Bill is to establish a solvent 
insurance system proper. A Statutory Committee is to 
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be set up to report from time to time on the financial 
position of the insurance scheme and to recommend any 
changes required to meet a deficit or dispose of a surplus 
on the insurance fund. The Minister of Labour is given 
power, subject to parliamentary approval, to bring the 
recommended changes into force. Another duty of the 
Statutory Committee is to make proposals for insuring 
agricultural workers against unemployment, but legislation 
will be necessary before any such scheme can become 
operative. The balance of the income and outgo of the 
unemployment insurance fund is assured for the time 
being by specific financial provisions, which aim at the 
amortisation of the present debt of £115 million in 40 
years or less. There are to be no changes in the present 
rates of contribution, and no general change in the rates 
of benefit. However, the terms of benefit are to be relaxed 
in several directions—a concession made possible by the 
steady earning of surpluses by the fund at the present 
level of unemployment. The present condition that a 
claimant who has paid 30 contributions in the past two 
years may draw up to 26 weeks of benefit in a year is to be 
continued, but in addition it is provided that a claimant 
will be entitled to extra weeks of benefit in proportion to his 
contribution record in the past five years. The age of 
entry into insurance is to be lowered to the school-leaving 
age, at present 14, and the age at which benefit becomes 
payable is to be lowered to 16, while parents are to draw 
dependants’ benefit on account of children between 14 
and 16 who are unemployed for reasons beyond their 
control. ‘These provisions are accompanied by a wide 
extension of instruction courses, which is estimated to 
cost the Exchequer about £850,000. Attendance at junior 
instruction centres will be compulsory for all unemployed 
youths and girls between 14 and 18 unless there are good 
reasons why attendance should be excused. In addition to 
these courses for juveniles, the Minister of Labour is given 
power to provide training courses for persons over 18, 
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and attendance may be made a condition of the receipt of 
benefit. 

Apart from the choice of a national system of adminis- 
tration, the most important feature of the provision for 
the unemployed who cannot claim insurance benefit is 
its inclusiveness. By including the able-bodied unem- 
ployed who would normally follow any occupation in respect 
of which contributions are payable under the Widows’, 
Orphans’, and Old Age Contributory Pensions Acts, 
it adds another 4 million to the 12 million persons at 
present covered by the unemployment insurance system. 
The scheme will work under a new central authority called 
the Unemployment Assistance Board, which is to take over 
all the duties of public assistance committees in regard to 
transitional payments and the administration of out-relief 
to the able-bodied unemployed. It will consist of not more 
than five members and will work through its own local 
officials, from whose decisions there will be a limited 
power of appeal to local appeal tribunals. These will each 
consist of a member appointed by the Board, a representative 
of the workers, and a chairman nominated by the Minister. 

The Minister of Labour will be responsible to Parlia- 
ment for the general policy of the Unemployment Assistance 
Board, but he will have no responsibility for individual 
decisions. While parliamentary approval will be required 
for the regulations governing the application of the means 
test, application to individual cases to be a matter for 
administration by the Board. The omission of certain 
classes of resources from the calculation of means, for 
instance disability pensions, which was granted in the 
Determination of Needs Act of last year, is to be con- 
tinued. The Board is to co-operate with the Minister of 
Labour in providing courses to enable unemployed persons 
to regain physical fitness, and (subject to the applicant’s 
right of appeal) they may require him, on penalty of for- 
feiture of benefit, to attend a work centre specially pro- 
vided for the purpose, or in recalcitrant cases to enter a 
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workhouse. It is estimated that the provision of training 
courses will cost the Board £750,000 per annum, in addition 
to the present charge on the Ministry of Labour vote. 

Apart from cases of sudden necessity, local authorities 
will no longer have the power to give out-relief to those 
who are entitled to apply to the Board; but they will 
continue to provide for the sick, the aged and infirm, and 
they will also be responsible for the medical needs and 
institutional or clinical treatment of persons who otherwise 
come under the Board. There is no final financial settle- 
ment in the Bill, but it is proposed that local authorities 
should pay to the unemployment assistance scheme three- 
fifths of what they would have spent, but for the present 
Bill, on the out-relief of the able-bodied poor. 

Although the Bill has been generally welcomed by 
journals supporting the Government, and was described 
by the Manchester Guardian as “a better Bill than most 
of us would have expected this Government to introduce,” 
it has certainly not escaped criticism. The following are 
among the more important objections raised :— 


(a) It is unfair to saddle the unemployment fund with a debt 
incurred at a time when, in fact, the fund was distributing disguised 
relief as well as benefit. 

() It will prove impossible in practice to leave to an extra-parlia- 
mentary authority the operation of the means test and the decisions 
of appeal tribunals, especially as the Minister’s representative would 
have to decide disputed appeal cases. 

(c) The administration by a central board will tend to be bound 
by order and regulation and to lose its elasticity. 

(d) The new assistance scheme ought to have been more closely 
integrated with the machinery of the employment exchanges. 

(e) There is inadequate parliamentary authority over the Statutory 
Commission which controls the finance of the insurance scheme. 

(f) The continuation of the means test, and the powers of the 
Unemployment Assistance Board to make the grant of relief con- 
ditional on the claimant’s attendance at a training centre, or entry 
into a workhouse, render the Bill “ an instrument capable of being 
used with the greatest harshness and injustice by a Tory Minister.” 

(g) More bluntly, the unemployment assistance scheme, with its 
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means test and penal provisions, is a “ glorified poor law system,” a 
“‘ measure to pauperise the unemployed.” 


The fact is that Labour has set itself implacably against 
the means test, by whomsoever it may be applied, and 
the agitation against it has already led in certain areas to 
a minor breakdown of local administration. ‘The Govern- 
ment will face a bitter fight over their Bill, and there is 
no end in sight to the long struggle between those who 
regard the relief of destitution as the duty of the State 
and those who regard it as the right of the destitute. 





INDIA: THE TRAIL OF ANARCHY 


I. Mr. Ganputi AND THE CONGRESS 


HE last Rounp Taste article from India took note 
of the existence of marked dissensions within Congress 
and of the bewildered criticism of its leaders, arising from 
Mr. Gandhi’s refusal to accept the failure of the civil 
disobedience movement and from his decision, while 
temporarily abandoning mass action, to pursue the move- 
ment in its “individual” form. His next move was 
naturally awaited with anxious interest, and rumours were 
rife that he intended something highly spectacular— 
something in the nature of a wholesale immolation of 
himself and of his devoted followers of the Sabarmati 
Ashram* in a fast unto death. What actually occurred 
was far more prosaic. He announced his intention of 
setting forth on the morning of August 1, with some of the 
inmates of the Ashram, on a march to the village of Ras in 
Kaira district to urge the inhabitants to practise “ indi- 
vidual ” civil disobedience. In the early hours of the 
appointed day he and his followers were duly arrested 
under section 3 of the Bombay Special Emergency Powers 
Act of 1932. He was transferred to Poona and, after being 
served with a restraint order under section 4 of the same 
Act, was released. On his making it clear, however, that 
he intended to disobey the order, he was rearrested and 
subsequently tried and sentenced to one year’s simple 
imprisonment. 
The projected march bore a curious and ominous re- 


* A semi-monastic institution for retreat and study. 
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semblance to that which he conducted with such devasta- 
ting effect in 1930 with the intention of breaking the salt 
laws at Dandi. It must have been as plain to Mr. Gandhi 
as it was to the country generally that Government, 
profiting by the lessons of the past, would promptly 
rearrest him, and the conclusion is therefore irresistible 
that his decision sprang not so much from any faith in its 
aggressive value or in the continued amenability of Govern- 
ment as from a very human desire to “ save face.” 

The response to his lead was meagre, and the only 
prominent Congressmen who followed him into prison 
were Mr. Aney, Mr. Rajagopalachariar and Mr. Jairamdas 
Daulatram. A few lesser lights were arrested in other 
parts of India; half-hearted efforts were made in some 
places to revive the picketing of foreign cloth shops ; and 
some slight recurrence of activity by Red Shirts was 
evidenced in the North-West Frontier Province; but, 
taken by and large, the reaction was negligible. 

It was not, of course, to be supposed that Mr. Gandhi 
would do anything so humdrum as to accept his return to 
prison with the true resignation of a satyagrahi. To do so 
would have been to deny the politician in himself and toignore 
the immense possibilities of agitation offered by the coming 
maturity of the proposals for the reformed constitution. 
It will be remembered that, during the latter part of his 
previous detention, that is, after the ratification of the 
Poona Pact, he was granted special permission to do 
harijan* work in jail, He now demanded, on August 4, 
the same facilities, remarking that this work could not be 
interrupted except at the peril of his life. On August 16 
he was informed of the authorities’ decision that, to facili- 
tate the purposes of work strictly confined to anti-untouch- 
ability, he would be permitted to receive newspapers and 
periodicals, but not to give interviews for publication in 
the press, whether with press correspondents or with others ; 


* J.¢., work for the untouchable movement, 
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to see not more than two visitors a day ; to send instruc- 
tions or contributions to the editor of the Harijan three 
times a week and a limited number of letters to other 
correspondents ; and to have at his disposal a convict 
typist and books and newspapers needed for harijan work. 

Professing to regard these facilities as giving him inade- 
quate scope for his labours against untouchability, Mr. 
Gandhi decided once again to fast. Government, in a 
communiqué, explained that, in the exceptional circum- 
stances prevailing immediately after the Yeravda Pact, they 
had permitted Mr. Gandhi special facilities as a State 
prisoner, in order to enable him to inaugurate a movement 
to which he appeared to be devoting his whole attention, 
but pointed out, in the first place, that permission to do 
harijan work in prison was in no sense inherent in the Pact, 
and second, that the circumstances of his present detention 
were very different in that, after a brief period of freedom, 
obtained on a non-political issue yet employed almost 
exclusively for political ends, he had courted imprisonment 
by a deliberate breach of a law totally unconnected with 
untouchability. He had therefore no title to any privileges 
over and above those allowed to an “‘ A” class prisoner, 
They were, however, reluctant to take action which could 
be regarded as unreasonable interference with the work of 
social reform or to take their stand too rigidly on the fact 
that Mr. Gandhi was, of his own deliberate act, a prisoner 
convicted of a breach of the law. In spite of the incon- 
venience to jail discipline and the anomaly of the position, 
they had allowed Mr. Gandhi such facilities for pursuing 
his work of anti-untouchability as enabled him to make 
important and effective contributions towards it. They 
pointed out that his present claim to be allowed from 
prison to carry on his harijan work without “let or hin- 
drance” amounted to a refusal to accept for himself the 
normal concomitants of imprisonment, and was, in effect, a 
claim to dictate its terms. They were satisfied that the 
facilities which they now allowed were ample to enable 
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him to conduct such work in favour of the removal of 
untouchability as was, in the circumstances, reasonable. 

To the unbiassed observer, the line taken by Government 
was unexceptionable and, indeed, generous, but it came 
in for the usual criticism from pro-Congress newspapers, 
which took exception to the distinction drawn between 
Mr. Gandhi as a State prisoner and Mr. Gandhi as an 
ordinary political convict. They considered that excep- 
tional facilities, having once been given him, should have 
been continued, and that, as one paper put it, “‘ Govern- 
ment had now introduced irritating and insulting restric- 
tions which were merely an ebullition of bureaucratic 
petulance generated by a complacent sense of power.” 
In other quarters, however, Mr. Gandhi’s unreasonableness 
was appraised as an unjustifiable attempt to obtain pre- 
ferential treatment, or, alternatively, as providing a means 
of escape from the politically restrictive walls of his prison. 

The next development was what was expected. To 
prevent Mr. Gandhi from committing suicide in jail, he 
was released on August 23. Government countered any 
misunderstanding of their motives by making it clear that 
the release had been effected purely for medical reasons, and 
that, should Mr. Gandhi, on recovery, resume activities in 
furtherance of the civil disobedience movement, he would 
be arrested again, and on conviction would be permitted no 
greater facilities for harijan work than he was allowed on 
the last occasion. 

The immediate result of his fast and release appears to 
have been generally damaging to his prestige. It was 
pointed out that he took conspicuously little interest 
in the harijan movement when he was last at liberty and 
that he appeared to interest himself exclusively in it only 
when in jail; that, although claiming to be the repre- 
sentative of the poor and lowly, he seemed incapable of 
accepting with them the consequences of imprisonment, 
and that by means of his fasts he had twice within four 
months regained his personal liberty, leaving behind him 
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many followers who neither asked for nor obtained special 
privileges in jail and who went there solely at his instiga- 
tion. 

With his release and, shortly afterwards, that of Pandit 
Jawahar Lal Nehru—on the expiry of his sentence— 
the clamour for the adoption by Congress of some “con- 
structive ” policy was redoubled. It was hoped that, if 
Mr. Gandhi was not to be weaned from civil disobedience, 
at any rate Pandit Jawahar Lal Nehru would not be slow to 
propound some fresh policy for the party. The two leaders 
conferred in private from September 9 to 12, and subse- 
quently exchanged letters through the press. These, 
however, were so void of constructive proposals that they 
served only to increase the bewilderment of their followers 
and to render more strident the complaints of those who 
desire a reorientation of Congress policy based on decisions 
reached at a meeting of the All-India Congress Committee. 

In this correspondence both Mr. Gandhi and Pandit 
Jawahar Lal Nehru were agreed that Congress stands for 
complete national independence, which the Pandit regards 
as including full control of the army, of foreign relations 
and of the purse; but, for the rest, their letters were 
obscure, consisting, on Mr. Gandhi’s part, of insistence 
on the fostering of communal unity, the removal of un- 
touchability and the universalisation of khaddar, and, on 
the Pandit’s, of advocacy of a semi-communist programme, 
Both were agreed that no useful purpose was to be served by 
holding a meeting of the All-India Congress Committee. 

These letters had an astonishingly bad press. Not a single 
nationalist newspaper of importance showed any enthusiasm 
about them, and several of the most influential pro- 
Congress and liberal papers, such as the Bombay Chronicle, 
the Leader, the Tribune and the Hindustan Times, frankly 
and emphatically condemned the policy outlined in them. 
The main ground for dissatisfaction was that the statements 
completely failed to suggest any practical programme for a 
Congressman to follow. The “ individual ” civil disobedi- 


135 





India : ‘The Trail of Anarchy 

ence programme, even at that date, was generally recog- 
nised to be altogether moribund; and it was realised 
that so long as the movement was nominally retained as an 
item in the Congress programme it was bound to obstruct, 
if not actually to paralyse, any constructive political 
activities that Congressmen might endeavour to take. 
The refusal of Mr. Gandhi and Pandit Jawahar Lal Nehru 
to consent to a definite abandonment of the movement was 
therefore felt by a large number of followers to be a grave 
strategical error. Further, Pandit Nehru’s preoccupation 
with theoretical socialist or communist doctrines was con- 
sidered premature and dangerous, since, by antagonising 
three powerful sections of Indian society, namely the 
Princes, the landlords and the industrial magnates, before 
the Congress goal of independence of Great Britain had 
been attained, it would needlessly and inevitably postpone 
political advance. The Congress rank and file, therefore, 
continued energetically to clamour for a meeting of the 
All-India Congress Committee to consider a fresh pro- 
gramme and to restore the principle of democracy in the 
Congress organisation. 

The Pioneer, an Indian-owned paper of Lucknow, 
pointed out that while Pandit Jawahar Lal Nehru had been 
cautious enough to refrain from challenging the Mahatma’s 
title to leadership, he had left no doubt as to the fact that 
they had come to the parting of the ways. While accept- 
ing Mahatma Gandhi’s methods he repudiated the funda- 
mentals of his political philosophy. His plan clearly 
was to organise an economic movement in which ‘the 
Congress has not so far been primarily interested. 


If Pandit Jawahar Lal Nehru’s views find favour (the paper said), 
the Congress must necessarily become a changed organisation, 
drawing its support in quarters very different from those to which 
it looks at present ; the trend of its activities must be-towards class 
war. 


The Hindustan Times, a pro-Congress paper in Delhi, 
declared that, in his passion for the abolition of privileges 
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in Sica ae Pandit Jawahar Lal Nehru made light 
of the fact that for any equalitarian plan of redistributing 
wealth it is essential to capture the political machinery ; 
that so rigid are the sanctions of traditional law with regard 
to property in India that it is impossible to correct mal- 
adjustments by extra-legislative processes; and that, 
against the plea that levelling down has a direct political 
objective, there is the argument that these are affairs 
of domestic adjustment which could be pursued only after 
the power vested in outside hands was re-acquired by the 
nation. The Pandit, in a recent statement to the press, 
has afforded further occasion for criticism of this kind by a 
destructive analysis of the capitalist system and by a blunt 
indication of his preference for a programme which, by 
“‘ divesting vested interests,” would aim at establishing a 
socialist proletarian state. 

Whither, we must ask then, is Congress trending? Will 
it abandon civil disobedience and the negative policy of 
destruction ? Or will it once again toe the line drawn by 
Mr. Gandhi? Has civil disobedience failed? Or will it 
be revived in opportune season? It may be of profit, in 
considering the welter of confusion which now is Congress, 
to concentrate attention on what is tangible. There is 
the decision of Mr. Gandhi, after an exchange of views with 
Jawahar Lal Nehru, not to seek imprisonment for the 
period of a year; until, in effect, the term of his last 
sentence would ordinarily have expired, and until, more- 
over, the time when agitation against the reformed con- 
stitution can most effectively be whipped up. There is 
his re-affirmation of his faith in the efficacy of civil dis- 
obedience. There is Jawahar Lal Nehru’s support of this 
policy and his present comparative passivity, in face of much 
exhortation to action and criticism of inaction from the 
body of Congress. There is the patent unwillingness of 
both leaders to call a meeting of the All-India Congress 
Committee. 

What does all this portend ? Here we have two leaders, 
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completely irreconcilable to the measure of self-government 
which, in reasoned opinion, is all that India can digest, 
deliberately pursuing a policy of inaction and deliberately 
evading any measures that might permit Congress to 
effect a change of policy. Is Mr. Gandhi a disillusioned 
old man clinging piteously to a discredited theory and the 
shreds of his diminished prestige? Is Jawahar Lal 
Nehru robbed of incentive to aggressive action by his 
communist leanings and his knowledge that their further- 
ance would split Congress in twain? Or are they both 
more long-sighted than their critical and impatient followers, 
and do they see in the revival of civil disobedience at a 
more convenient time greater possibilities of influencing 
the final form of the reformed constitution than could ever be 
achieved by any form of present action which discarded 
this weapon? Each of these theories has its adherents. 
It is, of course, argued that recent experience has shown 
that, with firm handling, civil disobedience has proved 
emasculate. But does Government wish to introduce the 
reforms in an atmosphere of intensive agitation, with the 
dark cloud of a threatened revival of civil disobedience in the 
background ? And do Mr. Gandhi and Pandit Jawahar 
Lal Nehru intend employing that threat in order to extort 
further concessions, or will they try to utilise the agitation 
to render the reforms unworkable? And can civil dis- 
obedience be said to have failed, when it has driven Great 
Britain so far along the path of reform, and when it has 
instilled far and wide an aggressive militancy which bodes 
ill for a reasonable attitude towards the new constitution ? 
As one paper recently remarked : ‘‘ Congress is supposedly 
dissolved but the Congress spirit is widely present.” 
Never has Mr. Gandhi’s stock stood so low; but it would. 
be unwise, in view of the many obvious difficulties with 
which the Government of India will be confronted in the 
next year or so, to assume that he will find no opportunity 
for raising it. 
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II. Terrorism 1n Bencat 


HE growing confidence in the efficacy of the measures 

adopted by Government to combat the terrorist 
menace in Bengal received a rude, if temporary, setback 
with the news of the murder on September 2 of Mr. Burge. 
the District Magistrate of Midnapore. Remarkably success- 
ful captures of arms and ammunition by the police in the 
last few months had indeed given cause for disquiet as well 
as for satisfaction, and an attempt on July 25 to blow uf the 
Governor of Bengal’s special train had suggested that op- 
timism was certainly premature ; but the actual news of the 
murder was received with a horror accentuated by the fact 
that Mr. Burge was the third successive District Magistrate 
at Midnapore to die at the hands of political assassins, his 
two predecessors, Mr. Peddie and Mr. Douglas, having been 
shot in 1931 and 1932 respectively. The feeling of nausea 
engendered by this most recent instance of political perver- 
sion was for a few brief days so patently general as to induce 
the hope that a new era had dawned, in which Congressmen 
would join forces with their political enemies in the creation 
of a sane public opinion, and condemn the vileness and the 
futility of these outrages. 

The leading articles in pro-Congress papers, particularly 
in northern India, were at first unexceptionable in tone, 
and an unusually large number of resolutions denouncing 
the outrage were passed by public bodies. Almost the only 
discordant note was sounded by Mr. Gandhi, whose 
qualified condemnation of the crime was rightly described 
by one newspaper as a back-handed attempt at the justi- 
fication of murder. It soon, however, became apparent, 
with the infliction on Midnapore of the necessary protective 
and punitive measures, that Congress opinion, in Bengal 
at any rate, was swinging back once again to a tacit en- 
couragement of terrorism by resistance to, and criticism of, 
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the steps essential to combat it. The result has been a 
definite embitterment of feeling and a violent criticism of 
official action at Midnapore after the murder on the ground, 
on the one hand, that Government resorted to indiscrim- 
inate searches, and on the other, that it took an inordinate 
time in making those searches. The measures that are now 
being taken include an increase of the annual police force 
by a hundred men (at the expense of the inhabitants for 
one year at present), an increase in the local intelligence staff, 
and the application of the rules in force in Chittagong under 
the Suppression of Terrorist Outrages Act. This last pro- 
vision will enable the authorities, should they so desire, to 
control the movements of suspects and to impose a curfew 
order when and where required. 

The tragedy was rendered more poignant by the personal 
character of Mr. Burge, who was kindly, accessible and 
friendly to Indian aspirations, and by the circumstances in 
which he was shot ; in aggravation of the constant risk he 
ran of assassination, he was about to play football for one 
Indian team against another. 


III. Tue Meerut Cast 


HE judgment pronounced on August 3, in the appeals 

by the twenty-seven persons convicted in January last 
in the Meerut communist conspiracy case, whereby nine 
accused were acquitted and the remainder sentenced to 
terms of imprisonment greatly reduced below those 
awarded by the Sessions Court, revived once more the 
criticisms that had appeared in the press on the subject of 
the severity of the original sentences, the length of the 
trial and the wisdom of Government in having initiated it. 
On the whole, however, the reaction to the judgment in 
India was satisfactory, and a good deal of the criticism has 
been directed less to the merits of the case than to the 
question of the defects in the criminal laws which made it 
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possible for the trial to be so protracted. To the extent 
that these criticisms serve either to induce a salutary prun- 
ing of the tedious processes of the law, which were pro- 
longed in this particular instance by the obstructive tactics 
of the accused themselves, or to point to the need for more 
definitive legislation against communism, they are of value. 
But the attacks on the political wisdom of Government in 
embarking upon the trial betray ignorance both of the text 
of the High Court judgment and of the peculiar conditions 
of India. The High Court stated that they had “no 
hesitation in saying that Government were fully justified 
in starting the prosecution which had resulted in a danger- 
ous conspiracy being broken up,” and they ascribed the 
limitation of the activities of the accused to the alertness 
and strict vigilance of the police. They repudiated the 
idea that Government had initiated the prosecution for the 
purpose of “suppressing opinions, ideas and education.” 
With regard to those whom they acquitted, they remarked 
that “the accused themselves were largely to blame for 
their prosecution. Their seditious activities and their 
association with communists had created a natural suspicion 
that they were engaged in a conspiracy with the other 
accused.” 

To anybody having experience of the anxieties which the 
civil disobedience movement caused, it must appear a 
matter for congratulation that, by the timely action in 
removing this coterie of communists, the Government 
partially sterilised forces which, under cover of the wide- 
spread turmoil that followed, might have done untold 
damage. That the sterilisation had only temporary effect 
is evident, not only from the theoretical vapourings of such 
leaders as Pandit Jawahar Lal Nehru but also from the 
obvious and ever increasing attraction towards communism 
of Indian youth, of Labour, of the left wing of the Con- 
gress, and of terrorists. Observers of the Indian political 
situation who know only England or other countries where 
the urge towards communism is offset by an intelligent 
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appreciation of its inherent dangers and its inevitable re- 
actions, by civic experience and by a well-founded faith in 
the beneficence of constitutional progress, can have little 
conception of India’s receptivity to communism. In this 
country, those factors are largely lacking; education is 
defective, and civic experience in its infancy; and faith in 
constitutional progress is damped by the knowledge that 
complete national independence, constitutionally obtained, 
is a thing of the very distant future, dependent on the 
resolution of a multitude of communal and social animosi- 
ties to which time alone can supply easement. Communism, 
in its negation of religion and imperialism, offers to heed- 
less impatience a short-cut to the goal of independence. 
Herein lies its great attraction for educated Indian youth, 
and its great danger to the British connection. Sever the 
latter—though, of course, it cannot be severed—and you 
emasculate communism in caste- and tradition-ridden 
India. 

Upon this very generous soil has been scattered the seed 
of the mass idea, so sedulously sown by the non-co-operation 
and civil disobedience movements. It is often said that the 
politics of Mr. Gandhi are the surest safeguard against the 
spread of communist doctrine. Nothing could be further 
from the truth. His way has been parallel to that of 
communism, not divergent from it. Communism threatens 
to begin where he leaves off. This is not to say that he 
inclines to communism but that communism aims at out- 
running him and reaping the crop of his sowing. 

This depressing appreciation of tendencies would be 
misleading without reference to one, in particular, among 
other factors which lighten the prospect, namely, the 
European reaction against bolshevism. Sauce for the 
communist has become sauce for his opponent; the 
violence of the masses is being resisted by the violence of 
the classes. The spread to India of the determination to 
oppose the imposition by violence of any new political or 
economic creed, however worthy, is only a matter of time, 
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and it will manifest itself just so soon as communism in 
the country emerges from the chrysalis stage. There is 
likely to be an Indian reaction to Indian communism, 
and it will borrow strength from the innate conservatism, 
religious and social, of the Indian. It is none the less 
imperative that, in order to prevent the spread of a move- 
ment which can only disrupt India, it should be uprooted 
whenever it openly manifests itself. 


IV. Tue Nortu-West Frontier 


E will conclude this article with a brief description 

of the disturbances on the North-West Frontier. 
It will be remembered that in March last, at the instigation 
of the Lewanai Faqir and his companions, a few thousands 
of the tribes in northern Waziristan made an incursion into 
Khost in Afghan territory. On the threat of firm action 
by Government, the tribal lashkars were recalled from 
Khost and tranquillity was restored. The Faqir and 
his associates, however, succeeded in making good their 
escape into the country adjoining the Durand line. The 
exact whereabouts of the Faqir himself were not known, 
but one of his emissaries, with two associates, made their 
way to Bajaur territory, and there commenced to foment 
trouble. In order to nip it in the bud and to avoid a 
repetition in this territory of the incidents which occurred 
in Khost, an ultimatum was presented to the Khan of 
Bajaur demanding the surrender of these three men by 
July 29, after which date the Government would be 
reluctantly compelled to take strong action to enforce 
compliance with their orders. 

As no response was made to this demand, on July 30 
warning notices were dropped by aircraft near the village 
of Kotkai to the effect that, unless the Lewanai Fagir’s 
emissary, who is looked upon by his followers as a pretender 
to the Afghan throne, and his associates were surrendered 
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by a specific date, the village would be bombed. As nothing 
came of these warnings bombing was resorted to on the 
first three days of August, and the bridge carrying the 
road over the Panjkora river into the Bajaur valley was 
strengthened in anticipation of further developments. 
This action was effective, and although the pretender and 
his two associates have not been surrendered by the Bajauris, 
they are no longer in the neighbourhood of Kotkai, and are 
incapable for some time of fomenting dangerous agitation. 

More or less simultaneously with this trouble in Bajaur 
territory there has been other trouble elsewhere in the 
tribal area, arising out of tension between the Upper 
Mohmands and the Halimzai Mohmands. It was due 
mainly to the pressure the former had been bringing to 
bear on the latter not to serve as government khassadars 
or allowance holders. The trouble suddenly came to a 
head on July 21, when a Jashkar of about 1,500 Upper 
Mohmands crossed over into Gandab, forty miles north- 
west of Peshawar, and attacked the Halimzais, burning 
three of their hamlets. The latter, assisted by detach- 
ments of Musakhels and Tarakzais, succeeded after heavy 
fighting in driving back the hostile /ashkar across the border, 
inflicting some twenty casualties. As a precaution against 
further attacks by this hostile tribe, it was decided to send 
a column into the Gandab valley to assist the Halimzais, 
and in connection with this move to construct a track fit 
to carry motor transport from the administered territory 
into Gandab. 

On July 29 it was reported that the Upper Mohmands 
were collecting Jashkars in the Bedmanai area. On the 
same day a cavalry regiment and one section of armoured 
cars was moved up from the Bajaur to Shabkadr, and this 
was followed by the rest of the Gandab column including 
the Peshawar Brigade, which encamped at Ghalanai, and 
the Nowshera Brigade, which spread out along the route 
to this camp. On August 6 a reconnaissance aeroplane 
flying over Upper Mohmand territory was fired at by a 
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group of some sixty tribesmen and hit three times. It 
retaliated by dropping a bomb and the sniping immediately 
ceased. On August 11 the Halimzais were again attacked 
by the Upper Mohmands, and the fighting is said to have 
lasted for about five hours. The Halimzais sustained a 
reverse and several of their villages were burnt. The 
Gandab column immediately moved out from Ghalanai, 
but neither the Air Force nor the column succeeded in 
locating the whereabouts of the lashkars that day. 

On the 12th, however, the column, while advancing 
towards the Khapak pass, was fired on from its eastern 
slopes. The column replied vigorously and artillery was 
brought into action. The enemy after a while ceased 
firing, and retreated over the pass. A later report showed 
that they sustained a number of casualties. In addition 
to this clash with the enemy Jashkar, Dand, the head- 
quarters of the Nowshera Brigade, was heavily attacked, 
and there was again sniping on the nights of August 14, 
15 and 16, which resulted in one casualty. On August 16 
the Peshawar Brigade column was engaged in a brisk 
action with 200 of the enemy on the hills north of Katsai. 

Thereafter the situation markedly improved and, apart 
from a certain amount of desultory sniping, no hostile 
action of importance was taken by the Upper Mohmands. 
Reconnaissance by troops and aeroplanes has indicated that 
their lasbkar has dispersed. At a jirga held on September 
17, the two main Upper Mohmand groups of the Baezais 
and the Khwaezais definitely accepted a settlement on the 
lines asked for. by Government, and there is reason to 
believe that serious trouble is at an end. 


India. 
October 27, 1933. 





GREAT BRITAIN: LIGHT AND 
SHADOW 


I. ExrernaL Pros ems 


HE parliamentary recess has been distinguished by 
no very remarkable developments at home. Although 
the National Government can no longer count on that 
overwhelming support on which it rode into office, there is 
no evidence that the country reposes any ardent confidence 
in any possible alternative. As Section III below describes 
in detail, trade and industry have shown striking symptoms 
of recovery, and unemployment steadily decreases ; these 
are factors which are bound to exert a powerful influence 
on the Government’s fortunes. Attacks on the Government 
have been directed mainly against its external policy. 
While the Joint Select Committee pursues its meticulous 
enquiry, the faction of Mr. Churchill and Lord Lloyd 
has continued its agitation against the White Paper scheme, 
though apparently it makes little headway. One newspaper 
magnate denounces the Locarno treaties because they might 
force us into war against France, another because they might 
force us into war on her side, a disagreement which rather 
stultifies the anti-Locarno campaign. Meanwhile the 
Labour press has raised a war scare, accusing the Govern- 
ment of provocative re-armament. Less extreme opinion 
recognises that the Government is facing problems abroad 
scarcely less difficult and fateful than those which crowded 
upon Sir Edward Grey in 1914, and that on the handling of 
those problems will depend the verdict, not only of the elec- 
torate, but also of posterity, on the present Administration. 
The prospect beyond our shores is indeed gloomy. 
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Germany’s resignation from the League has doubled the 
difficulty of an already baffling disarmament problem, 
the Government’s handling of which has not escaped 
considerable criticism. It is significant of the intensi- 
fication of economic nationalism that the tariff truce 
has been denounced by the Netherlands, the Irish 
Free State, Sweden and Switzerland, and has been 
hedged about with reservations by France and Denmark ; 
His Majesty’s Government, regarding the truce as “no 
longer of practical value,” has therefore effected our own 
withdrawal. The sluggishness of the economy of the United 
States in responding to the latest stimuli given by the 
Administration, and the fluctuations of the dollar exchange, 
render the international economic outlook even darker than 
before. In addition to these world-wide difficulties, the 
Government has been faced with the recurrence of two 
stubborn problems in colonial administration. In Malta, 
the determination of the Government under Sir Ugo 
Mifsud to re-introduce the teaching of Italian in the 
elementary schools, contrary to the terms of the Letters 
Patent of 1932, resulted in the dismissal of the Government, 
the dissolution of Parliament, and the indefinite suspension 
of the constitution. In Palestine, Arab rioting in protest 
against the increased immigration of Jews has resulted in 
some loss of life—the ill-feeling being this time apparently 
directed against the mandatory government rather than 
against the Jews themselves. German anti-semitism has 
once more laid bare the inherent conflict between our two 
duties under the mandate for Palestine—to make it a 
national home for the Jews and to protect the rights of the 
indigenous population. 

On the other side of the account, there must be set 
against the unrest caused by the Nazi revolution the greater 
readiness of the United States to co-operate in international 
affairs through League machinery, and the relaxation of 
tension in the States on the borders of Russia and in south- 
eastern Europe that has followed the pacificatory diplomacy 
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of the Soviets, and also that of Greece and Turkey. 
As for the war debts, their final settlement has been brought 
little nearer by the Washington conversations, but if there 
had to be further procrastination the agreed token payment 
must be counted the most satisfactory expedient available. 


II, Home Pourics 


HE Conservative and Labour party conferences, held 
early in October at Birmingham and Hastings respec- 
tively, provided little excitement. Neither meeting voted 
any decisive novelty in national policy, and interest centred 
rather round the internal dissensions of the parties. At 
Birmingham the Right wing attempted another assault 
on the Government’s India policy, but a majority of over 
two-thirds of the conference preferred a motion con- 
gratulating the Government on its success in maintaining 
law and order in India, approving the caution with which it 
is proceeding in framing its proposals for a new constitu- 
tion, and refusing to come to any final conclusion on the 
matter until the Joint Select Committee should have re- 
ported. The Right wing was more successful, in the 
absence of defence Ministers, in securing the acceptance 
of a resolution recording “‘ grave anxiety in regard to the 
inadequacy of the provisions made for imperial defence.” 
At Hastings, the expected clash between the trade unionist 
and the “bourgeois” sections of the party over the 
methods required to achieve socialism came to very little. 
The Socialist League, for whom Sir Stafford Cripps is the 
recognised spokesman, had “set the party’s teeth on edge,” 
in Mr, Shinwell’s phrase, by urging, among other things : 
(a) The immediate abolition of the House of Lords. 

(b) The immediate passing of an emergency powers Act enabling 
the Government both to take over or regulate the financial machine 
and to put into force any measures that the situation might require 


for the immediate control or socialisation of industry and for safe- 
guarding the supply of food and other necessaries. 
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(c) The revision of the procedure of the House of Commons 
and the machinery of government so that a rapid transition to 
socialism might be carried through constitutionally and a dictatorship 
avoided. 


At Hastings, however, Sir Stafford Cripps avoided the 
chance of a split on these issues by agreeing that the 
Socialist League’s views should be taken into consideration 
by the party executive in the subsequent twelve months. 
The conference expressed at once its faith in democracy 
and its dissatisfaction with the present machinery thereof 
in accepting a report of the executive on constitutional 
procedure, whose recommendations were chiefly in the 
direction of increasing the control of the party over the 
Prime Minister and the Cabinet. For the rest, the pro- 
gramme adopted combines a social policy which is generally 
acceptable to the Liberals—who have now crossed the floor 
of the House—with a socialist policy which is not. 

Electoral contests have recently given some indication 
of the trend of public opinion. The Opposition, and the 
House as a whole, must congratulate themselves on the 
return of Mr. Arthur Henderson at Clay Cross, whose 
15,000 majority was not unduly disturbing to the Govern- 
ment, for Clay Cross is one of the safest Labour seats. 
More notable was the bye-election at East Fulham on 
October 25, at which the Labour candidate was returned 
with a majority of 4,840 over his Conservative opponent, 
a supporter of the National Government. At the last 
general election the National Conservative candidate beat 
his Labour opponent by 14,521 votes, the Liberal candidate 
securing 1,788 votes. On this occasion Liberal electors 
were significantly advised both by their local party organisa- 
tion and by the Liberal press to vote for the Labour 
candidate. A variety of explanations has been found for 
the result—the usual Conservative apathy; distrust of 

the so-called Locarno policy of international commitment 
| for the guarantee of peace; and the personal handicaps 
of the loser. None of these seems sufficient in itself, 
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although there may be a portion of truth in each. As an 
owner of working-class houses, the defeated Conservative 
was probably made a scapegoat by some of the electorate 
for the inadequacy—in their eyes—of the Government’s 
housing policy. Some Right wing Conservatives may have 
felt disgruntled on account of what they regarded as the 
Government’s treacherous concessions to the Left. There 
seems to be little doubt, however, that the contest was 
fought largely on the international issue. At the moment 
when Germany’s resignation from the League obscured 
the immediate future of world affairs, the election of an 
avowed pacifist and internationalist must be held to express 
the apprehensions of the people lest their attitude towards 
the possibility of war should not be fully recognised by 
the Government in its conduct of foreign affairs. The 
result in the bye-election at Kilmarnock was less decisive. 
A National Labour supporter succeeds another member 
of the same political group in an old Labour seat. The 
combined polls of two warring opposition Labour candi- 
dates, however, would have topped the list by a considerable 
margin, and the issue was still further obscured by the 
intervention of a Scottish Nationalist, who polled over 
6,000 votes but was bottom of the poll. 

The result at Skipton on November 8 was more dis- 
tinctly encouraging to the Government. It is true that 
in a four-cornered contest (in which a Communist candidate 
received only a handful of votes) the National Conservative 
was returned by a minority vote, and with a majority 
reduced by nearly 11,000 from the level of 1931, when 
there were only two candidates; but comparison with 
1929 indicates that the National forces still retain the 
allegiance of an appreciable number of Liberal and, possibly, 
of Labour voters. The annual municipal elections, to one- 
third of the seats in city and borough councils, showed a 
big swing to the Left. Labour achieved a net gain of 
over 200 seats, and won control of the councils of several 
big cities. Equally striking gains were recorded for Labour 
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in the Scottish municipal elections. Social policy always 
plays a big part in these contests, but it is at any rate 
apparent that the particular causes which swung the 
pendulum so violently to the Right, both in national and 
in local politics, two years ago, especially the fear of 
financial disaster, have now lost most of their force. 

The Government may also have been caused some 
uneasiness by certain developments in connection with its 
agricultural marketing policy, which has again been “in the 
news.” In particular, difficulties have been encountered 
by the bacon scheme. At the end of August there 
were reports of a danger of a bacon famine, through the 
failure of farmers to make good the cut enforced on imports, 
and a temporary supplemental quota had to be granted to 
foreign producers. Two months later, the supply of 
home-grown pigs so far exceeded expectations that curers 
were faced with the prospect of a heavy deficit between the 
prices procurable for bacon and the contract prices payable 
to farmers. The Government was compellea to insure the 
curers against losses on their contracts up to the end of 
February, the sums advanced to be recovered later by means 
of a levy on pig producers. This measure was followed 
by a further cut of 16 per cent. in the permissible quota 
of foreign imports, an action to which it proved impossible 
to obtain the.consent of the Danish producers. The incident 
shows how easy it would be for a turn of the wheel, resulting 
in scarcity accompanied by exceptional increase in the price of 
an article such as bacon or pork, to produce a situation which 
might involve the Government in considerable unpopularity. 

Following a decisive poll of milk producers, in favour 
of the continuance of the milk marketing scheme, the 
Milk Marketing Board assumed control on October 6, 
since when it has been a penal offence, except in special 
circumstances, to sell milk otherwise than on the terms 
approved by the Board. Buyers, whether for liquid milk 
distribution or for manufacture, must make their payments 


to the Board, which charges a levy and distributes the 
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proceeds in compensation to those areas where the manu- 
facturing percentage is high. The difficulties of such 
intervention in competitive trade are illustrated in the 
comment of The Times, that had it not been for the dry 
summer and the consequent reduction of the milk supply, 
the Board might have been faced with considerable reluctance 
on the part of wholesale buyers to purchase, at the prices 
prescribed, all the milk available for manufacturing purposes. 

The Government has not been exempt from criticism in 
respect of its housing policy, which was summarily 
described in the last issue of THe Rounp Tasrz.* In 
answer to questions in the House on November 9, the 
Minister of Health stated that 1,176 local housing authori- 
ties out of a total of 1,717 had submitted slum clearance 
programmes, involving the provision of about 44,000 
houses a year over the five-year period. This compares 
with a total of only 20,000 houses previously erected since 
the war in connection with slum clearance schemes. 
Application had been made for rehousing guarantees under 
the 1933 Act in respect of about 13,000 houses, but a 
definite figure could not be given until local authorities had 
made the returns due on December 31. What is in question 
is the adequacy of new building, now that the Wheatley 
subsidy on “Class C” houses has been discontinued. In 
the year ended September 30 last, 218,313 houses were built, 
including 167,880 built without State assistance, but this 
figure includes houses of a higher rental value than is 
payable by poortenants. It has been reckoned that a million 
houses which may be let at less than Ios. per week, including 
rates, are now needed, before taking into account the annual 
requirements of the natural increase of the population 
and the deterioration of existing houses. 

' The other aspect of social policy that has been to the 
fore in recent months, unemployment insurance, is dealt 
with in a special article in this issue. 


* Tue Rounp Taste No. 92, September 1933, p. 859. 
t See p. 116. 
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III. Tue Trapve Improvement 


HE external situation during the last few months has 

produced little that was encouraging to British trade. 
The increasing difficulties encountered by the United States 
with her recovery programme and the growing expectation 
of inflation, the failure of the debt discussions to reach a 
permanent solution, the shock of Germany’s repudiation 
of the League, the receding hopes of a resumption of the 
World Economic Conference, the breaches in the tariff 
truce—all these things gave Mr. Montagu Norman full 
warrant to speak, in the early days of October, of “ dark 
clouds overhead.” Now, in November, the sky is no 
brighter; the American confusion has intensified, and 
many things wait on America. 

Yet if we ignore a slight access of caution and doubt in 
the last few weeks, this country has never since the slump 
began seen more cheerfulness or better signs. The 
evidences of recovery in Great Britain are imposing and 
extensive. There may be checks in its progress, even 
periods of regression, but there is little doubi that we are 
a year (if not two years) away from the trough of the de- 
pression, and that the mistakes of Governments will have 
to be disastrous indeed if they are to prevent the con- 
tinuance of the slow upward climb. 

The first important feature is that the improvement is 
not confined to this country. The League’s World 
Economic Survey, 1932-3, bringing its account down to the 
middle of this year, conceded the probability of a “more 
solid core to recovery ” than in any earlier hopeful interlude 
of the depression. Its striking chart of the “ development 
of the depression” found only one of the thirty principal 
countries, Yugoslavia, in a condition of “ accelerating 
aggravation” in the second quarter of this year; only 
five (Austria, Greece, Norway, Rumania, Argentina and 
Brazil) in a state of “ uniform aggravation”; only two 
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(the Dutch East Indies and Egypt) showing “ diminishing 
aggravation.” All the rest except one were put in the 
stages of “upward turn,” “uniform improvement,” or 
“ accelerating improvement.” The exception was New 
Zealand which, after an “ upward turn” last year, showed 
“diminishing improvement.” Great Britain, along with 
Belgium, Finland, South Africa and India, falls into the 
“accelerating improvement” group. The developments of 
the last few months have been patchy; Austria, Norway 
and Brazil appear to have passed the turning point, and 
New Zealand has followed Australia’s advance, but 
the autumn setback in the United States has had parallels 
in some other countries. 

While the recent League survey of World Production 
and Prices suggests that the lowest point of the depression 
in the world’s productive activity was passed about the 
middle of 1932, the Economist's valuable new index of 
business activity puts the turning point in Great Britain 
at November, 1931. Half the ground lost since the onset 
of the crisis had been regained in this country by April, 
1932; the pace then slackened until the spring of this 
year. The advance of recent months has been so rapid 
that in September the index number was only I per cent. 
below the average of 1930, and 4°6 per cent. below the level 
of 1929. Making all reservations for the caution induced 
by the recent downward trend of the prices of primary 
commodities, and the uneasiness about the American situa- 
tion, there is a great deal on which to congratulate ourselves. 

The way in which the Exchequer profits by expanding 
trade is illustrated in the revenue returns. Up to Nov- 
ember 11 they showed an increase of {13,602,000 in the 
total of ordinary revenue as compared with last year, and a 
fall of {29,140,000 in ordinary expenditure. These figures 
must be regarded with caution in view of the facts that the 
Chancellor budgeted for a drop of £33,400,000 in ordinary 
expenditure, apart from the suspension of the sinking 
fund, and that the effect of the return to the system of 
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paying income tax under schedules B, D and E in two 
equal instalments, which was estimated to cost £12,000,000, 
will not be felt until after December 31. Nevertheless, 
the figures are distinctly encouraging. Stamp duties and 
customs, which are good indicators of trade conditions, 
have both produced so far a considerably higher yield than 
they produced last year. 

The decrease in unemployment has been continuous 
(with a slight check in July) since January. The number 
of the insured unemployed has dropped from 2,876,605 
on January 23 to 2,271,137 at the end of October, a fall of 
605,468. The drop in October was less than the average. 
Seasonal influences made for higher unemployment in the 
south-western and south-eastern regions, and there was a 
slight increase in Wales. Most of the non-seasonal indus- 
tries, however, showed a reduction on the month, though 
there was a setback, the first for some months, in the iron 
and steel trade. The following table will illustrate the 
changes in some of the principal industries :— 


Unemployment in Great Britain on October 23. 


Increase or Decrease 
since September 25, since January 23, 
1933. 1933. 

Number percent. Number per cent. 
Coal mining ss -- —13,171 —4 +35,091 +12 
Iron and steel .. -- + 2,773 4+ °5 — 19,943 —26 
General engineering .. — 6,608 — 5 — 49,453 —30 
Metal goods manufacture — 6,979 — 8 —43,457 —35 
Motor vehicles, etc. .. — 5,024 —I3 — 12,395 —27 
Cotton .. . és 7,405 —6 —15,619 —13 
Wool os as oe 2,993 —I3 — 28,464 —59 
Hosiery .. os ds 2,204 —26  —10,752 —63 
Pottery .. o%* aie 2,175 —14 —11,851 —46 
Building .. ey ss 1015 +1 —145,810 —47 
Public works contracting 1,023 +1 — 4,192 — 3 
Shipping .. . ev 5,007 +11 — 5,809 —I0 
Distribution - ‘a 4,069 +2 —26,576 —10 


Total of all trades .. 38,902 — 2 —605,468 —21 
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The trade figures are equally encouraging. In the third 
quarter, retained imports of raw materials were 26 per cent. 
greater in volume than in the third quarter of 1932, and 
I9 per cent. greater than in the third quarter of 1930. 
They were, indeed, the highest recorded in any third 
quarter in recent years. In the first nine months of the 
year iron ore imports were at their highest figure since 
1930; timber, cotton, wool and hide imports all reached 
or exceeded the level of the pre-crisis years, 1928-0. 
Manufactured imports, on the other hand, though 4 per 
cent. greater than in the third quarter of last year, were 
49 per cent. less than in 1930. (An instance of the effect 
of the tariff is the fall of 86 per cent., compared with 1930, 
in imports of woollen and worsted yarns and manufactures ; 
other groups with declines of over 50 per cent. were iron 
and steel, electrical goods, machinery and silk manu- 
factures.) 

The export side of the picture is rather different. The 
rise in the imports of raw materials was not accom- 
panied by a corresponding rise in the exports of finished 
goods. In the third quarter their volume was I1 per cent. 
greater than a year ago, but 16 per cent. less than in 1930. 
Up to the end of September the linen and motor industries 
alone advanced beyond the 1928-9 level. Exports of woollens 
reached the best total since 1930 (in the third quarter they 
were actually higher) ; cotton exports were better than in 
1931 but less than last year ; iron and steel exports showed 
a decline compared with 1932, though in the third quarter 
there was a comparative rise; machinery exports showed 
no signs of recovery, and in the third quarter were only 
56 per cent. of their volume in 1930. Of our other main 
exports, coal has displayed an improving tendency in 
recent months; the volume in the third quarter was 
nearly § per cent. greater than last year, but 23 per cent. 
below the 1930 figure. 

The above figures relate only to the first nine months of 
the year. The October returns make the picture still more 
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favourable. The seasonal increase was proportionately 
less than in 1932, but it followed an extremely active 
September. Exports were carried to £38,702,000, the 
highest monthly figure since April, 1932, which in turn 
was the best month since January, 1931. Iron and steel 
exports increased in volume by 22 per cent. on the month, 
and for the ten months now exceed the total for the same 
period of 1932, although they still fall below the 1931 level. 
The figures for cutlery and hardware, motor cars, chemicals, 
and non-ferrous metals and their manufactures were also 
good, and machinery took a welcome turn for the better. 
The improvement was, indeed, fairly general. While it 
is still true that in the main British recovery has been 
domestic, there are cracks in the ice of the frozen export 
channels. 

The rail traffic figures and the production figures of the 
principal industries are also satisfactory. One of the most 
useful non-statistical sources is perhaps the cross-section 
of industry given by the reports from branches which the 


joint-stock banks publish in their monthly reviews. A few 
extracts from the Midland Bank’s review for November 
will illustrate the optimistic trend. The Birmingham 
report is typical of the metal industries :— 


Iron and Steel.—Prospects of a continued expansion in the Midland 
iron trade are regarded as favourable, but much headway has still 
to be made. The call for pig iron by the light foundries is main- 
tained, owing to an increase in orders for builders’ castings and 
kindred products. The heavy engineering foundries are slightly 
busier, although their activity is still below the average. There 
is an increased output from the furnaces to meet demand, and stocks 
no longer cause anxiety. . . . Home trade in small steel bars and 
semi-finished material is buoyant... . 

Non-ferrous metals—Conditions show a continued though slow 
improvement, and competition for business is keen. Imports from 
| the continent tend to increase, as the import duty of Io per cent. 
| fails to offset the cheaper costs of production abroad. Empire 

trade is more satisfactory. . . . 
| Engineering —General engineering, more especially in the lighter 
branches, shows an increased output, and mechanical engineering is 
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also busier. . . . The general position is better than a year ago, 
although inquiries on the whole are from small undertakings. The 
heavy branches are benefiting to some extent from the general 
improvement, but the constructional section remains dull. 

Electrical industry —The improvement reported a month ago is 
well maintained. In some branches business is brisk, manu- 
facturers of radio receivers in particular experiencing difficulty in 
coping with demand. . . . Although the improvement in the heavy 
electrical engineering side is not pronounced, the turnovers for the 
past six months are above those for the corresponding period of last 
year. Export orders for electrical plant maintain their compara- 
tively high level. 

Motor-cars and cycles—... Light car firms are busy... . 
Demand for the home market is maintained, and export business is 
reported to be greater than a year ago. ... The motor-cycle 
industry remains steady. . . . The pedal cycle trade is maintaining 
its position, 

Hardware——tThe better conditions recently noted in the general 
hardware trade continue to prevail, overseas trade in most sections 
being brighter, while improvement is noticeable in the home market. 

Jewellery, Silver and Electro Plate——The recent improvement in 
the jewellery section has now spread and is being shared by the 
manufacturers of higher-class goods. Producers of the cheaper 
lines are busy for the most part, and in the silver, enamel and electro- 
plate trades the seasonal demand appears to exceed that of twelve 
months ago. The general outlook is decidedly better. 


What is true of Birmingham is also in the main true of 
Wolverhampton, Sheffield, the iron and steel towns and 
the centres of light engineering and miscellaneous metal 
trades. The heavy branches of the metal industries—railway 
and shipbuilding material, constructional engineering, 
locomotive engineering—have still no striking improvement 
toreport. All textiles except cotton make a good showing. 
Huddersfield reports “a definite shortage of woollen 
weavers” ; Dundee jute spinners and manufacturers are 
“comfortably booked for several months”; in Belfast 
“‘many factories are working to capacity”; rayon production 
has reached new high records and lags behind demand. 
The general impression one gets is of a varied revival fed 
from many sources—increase in building activity, repair 
work, renewal of equipment, extension of electricity, the 
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starting of new small industries. But apart from iron and 
steel and wool—which are catering in the main for the home 
market—the old staple industries are moving slowly. The 
emphasis in the reports is on the home market, with the 
Dominions next, and exports to foreign countries a bad 
third. It is only too apparent that the conditions of a 
healthy revival in overseas trade are still wanting. 

The most spectacular improvement has been in the iron 
and steel industry. It is, however, difficult to say how far 
it is the counterpart of the all-round improvement also 
noted in other countries and how far the effect of the British 
tariff, which should be making itself felt now that imported 
stocks are running down. In the first nine months of this 
year imports of “ iron and steel and manufactures thereof ” 
were only a third of their value in the corresponding 
period of 1930. Up to August, Germany and France saw 
an even greater proportionate increase in the production 
of steel than did this country, and there is ground for 
thinking that the full effects of the tariff on British 
production have not yet been experienced. Internally 
the industry has reported several important developments— 
for example, the laying down of a new plant at Cardiff 
to employ 1,500 men in the manufacture of billets and steel 
bars. The company reports show activity in modernisation 
and concentration, and there may be hope that now that 
the industry is becoming more prosperous it may fulfil 
more quickly the conditions upon which the tariff was 
granted—the carrying through of a full measure of reorgan- 
isation. The recovery in steel is symptomatic, but its limita- 
tions must be remembered. As the chairman of Steel 
Industries of Great Britain and United Steel Companies 
said on October 25: “There has been no improvement 
in demand for shipbuilding and railway material, very 
little improvement in the case of steel for constructional 
work, and there has been no improvement in export.” 

Once we leave the protected trades the changes are 
less obvious. Shipbuilding has raised its head a little 
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above its recent stagnant condition, but that is all. The 
merchant tonnage in hand at the end of the September 
quarter was 303,762 tons, as against 287,502 tons at the 
end of June, 252,401 at the end of March, and 225,497 
at the end of 1932. This is only a fourth or a fifth of what 
could be considered normal, and half the present total 
is tonnage on which work has been suspended. Still, the 
tonnage on which work was started in the September 
quarter, 39,670 tons, was larger, with one exception, 
than in any quarter of 1931 or 1932, and Great Britain 
is doing 40 per cent. of the world’s shipbuilding, such as 
it is. Naval work has kept the shipyards rather more fully 
employed than the merchant tonnage figures suggest. 
In the main, however, the yards are dependent on a revival 
of demand for replacements of merchant shipping, and this 
must wait on a rise in freights and an increase in world 
commerce. Shipowners are still actively pressing the 
Government for action against shipping subsidies by our 
competitors, subsidies which are increasing rather than 
diminishing. 


There are two views of the exporting position of the coal 
industry. ‘The Government claims, in Mr. Runciman’s 
words, that the trade agreements have made the coal 


markets “ secure,’ and the Secretary for Mines describes 


how the agreements have increased the proportion of 
imports of British coal from 43°5 per cent. to 80 per cent. 
in Denmark, 56 per cent. to 77 per cent. in Iceland, 38°7 per 
cent. to 70 per cent. in Norway, 23°6 per cent. to 47 per cent. 
in Sweden, 28°4 per cent. to 75 per cent. in Finland; and 
there are other agreements to come. Against the com- 
fortable conclusions that might be drawn from this evidence, 
it is argued that the recent improvement in exports to the 
northern countries is due mainly to currency factors 
and to the fairly general increase in industrial activity ; 
that our competitors are putting up a strong resistance 
by price cutting; that we must offset the loss of nearly 
60 per cent. of our exports to the Irish Free State; that 
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Germany is gaining ground in Brazil and Italy; and that 
new trade barriers are threatened in some of our remaining 
markets. Optimism among coal exporters is highly qualified. 
The industry has failed again to agree on the proposals for 
amending the coal marketing schemes under the Act of 
1930 by which it was sought to prevent flagrant evasions 
and to safeguard the interests of the export trade. The 
Government will now be compelled to step in and save the 
owners from the consequences of their disunity. An 
interesting scheme for securing the advantages of colliery 
amalgamations without financial merging has been launched 
in West Yorkshire, but has met with some obstacles. 
It is looked on favourably by the Coal Mines Reorganisation 
Commission as an experimental half-way house to the 
complete regional amalgamation hitherto advocated by the 
Commission. 

The cotton industry has little improvement to report, 
although it has shared in the recent increase of production 
common to all manufacturing countries. Its initial advant- 
ages from currency depreciation have been considerably 
lessened by the competition of the still more depreciated 
Japanese currency. Expectations that the pressure of 
Japanese competition would be relaxed have not been 
fulfilled.* There have been three months of commercial 
diplomacy on the part of Great Britain, India and Japan, 
on the lines described in the last issue of Tue Rounp 
Tasxez,} but the experiment has not yet produced concrete 
results. A Lancashire delegation went out to India, where 
it failed to get any agreement with the Japanese delega- 
tion, but agreed with the Bombay millowners (though 
not with their more prosperous and go-ahead rivals of 
Ahmedabad) on the principle of preference and lower duties 
for Lancashire cotton goods in exchange for a promise to 
India of equal treatment with Lancashire in Great Britain’s 
commercial agreements, and of greater Lancashire pur- 


* An article on Japanese competition will be found on p, 29. 
t See Tuz Rounp Taiz, No, 92, September 1933, pp. 825-830. 
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chases of Indian cotton. The negotiations between Japan 
and India for a new commercial treaty have dragged on, 
the stumbling block being the terms of the quota which 
India is prepared to allow to Japanese cotton goods in 
return for the quota of Indian cotton that Japan will 
admit. The outlook for a successful marketing bargain 
with Japan is precarious, and not much is expected from the 
conversations between Lancashire and Japanese repre- 
sentatives which are now taking place in London. 

Other evidences of the drift of the textile industry to the 
East are the buying up of Lancashire spinning mills and the 
bodily transfer of their machinery to Egypt, where a great 
cotton undertaking is to be established ; the project for 
setting up cotton spinning in the Dutch East Indies ; 
and the orders given by the Governments of Persia and 
Canton for British cotton spinning and weaving machinery 
for new State undertakings. The need for the internal reor- 
ganisation of the Lancashire industry becomes ever more 
acute. There has been some experimenting with price 
rings among spinners, a renewal of interest in amalgama- 
tions, and much talk about the inevitability of some form of 
statutory control, or rather, one should say, industrial 
self-government under statutory authority. With the 
disintegration of customary wage-standards and the cut- 
throat competition to which this has led, the weaving 
section of the industry has been brought again to the edge 
of a wages dispute, the outcome of which will probably 
be a demand for government intervention to give the in- 
dustry power to enforce discipline and order. So far the 
Government appears to have taken the view that its duty 
ends when it has given the industry a monopoly of the home 
market and regulated a few of the channels of foreign 
trade. The recent experience of the cotton and coal 
industries suggests that this is much too limited an inter- 
pretation of the State’s responsibilities. 

We return therefore to the threadbare point that while 
in this country we have all the advantages of financial 
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confidence, cheap money, and a generally optimistic 
industrial psychology, we must hesitate to count on a 
long continuance of the pace of recent improvement until 
external currency conditions reach stability, and until there 
is a definite movement for the reduction of trade barriers, 
and a relaxation of political tension. 





IRELAND: MR. DE VALERA’S 
OBJECTIVE 


I. Tue Nationat Guarp 


R. de VALERA must by this time deeply regret that 

he removed General Eoin O’Duffy from the position of 
Chief Commissioner of the Civic Guard last February, for 
this false move has had far-reaching results. 

General O’Duffy is an Ulsterman by birth, and an 
engineer by profession. He took an active and leading part 
in the Anglo-Irish struggle, and was a prominent officer in 
the lrish republican forces under Michael Collins. After 
the Treaty of 1921 he had charge of the I.R.A. forces in 
Ulster and, during the civil war, he became Chief of the Staff 
in the Free State army. Selected by Kevin O’Higgins to 
organise the Civic Guard, the new police force, he was 
called back to take command of the army during the military 
crisis of 1924, but returned after a short period to the 
command of the Civic Guard. He has devoted his spare 
time in recent years to a movement for the development 
and encouragement of Irish athletics. He is a man of 
tireless energy, and has the 1eputation of being a good 
organiser and leader. He has very little political experience, 
but this defect can be easily remedied if he has the sense to 
learn by his mistakes, and to take the advice of his very 
competent lieutenants. He is, moreover, nearly as good 
a “showman” as Mr. de Valera himself, and has that 
theatrical sense which is so valuable to a political leader, 
particularly in Ireland, and which Mr. Cosgrave never 
cultivated. When he was elected leader of the Army 
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Comrades Association, last July, which then changed its 
name to the National Guard,* it soon became obvious that 
a new and dynamic force had appeared in Irish politics. 
The first reaction of the Government to this new situa- 
tion was to cancel the firearms licences held by ex-Ministers 
of the Cosgrave Government and members of the National 
Guard, and to demand the return of any arms in their 
possession. Several of these people had been until quite 
recently under military protection and, feeling that their 
lives were in danger, refused to surrender their weapons. 
Mr. Ernest Blythe, former Minister for Finance in Mr. 
Cosgrave’s Government, said that the whole business was 
a scandalous abuse of authority, and that he had no inten- 
tion of making himself a defenceless target at the behest 
of Mr. de Valera, or of any of his colleagues. In view of 
what the Government had done, by speech and action, to 
encourage the retention of firearms by the I.R.A.—which 
included many cowardly murderers—he could only con- 
clude that it was the policy of the Government to inspire 
and facilitate the assassination of its political opponents. 
When the Government’s action was challenged in the 
Dail Mr. de Valera declared that they would not tolerate 
any private armies. Questioned as to his views about the 
Irish Republican Army, he replied that since the removal 
of the oath of allegiance there was now no reason for its 
existence. There was no excuse for anybody to use force 
or possess arms. The Government would not allow the 
public display of uniforms or guns. It was not their policy, 
however, to organise raids for arms. As far as they could, 
they would stop any organisation of a military character 
that threatened authority in the country. This state- 
ment made it guite clear that the Government were 
contemplating further action against the National Guard, 
which had adopted an official uniform of blue shirt and 


black beret, and that they were determined first to deprive 
them of their arms. 


*See Tue Rounp Tasie, No. 92, September, 1933, p- 880. 
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The nature of this action was soon disclosed. ‘The 
National Guard had arranged to hold a ceremonial parade 
in Merrion Square, Dublin, on August 13, in front of the 
cenotaph erected by Mr. Cosgrave’s Government to 
commemorate Griffiths, Collins and O’Higgins. This 
parade had been carried out officially each year by the 
previous Government, but Mr. de Valera allowed it to go 
by default. On the previous day the Government pro- 
claimed the National Guard demonstration, on the ground 
that it was likely to interfere with the maintenance of law 
and order, and, as the I.R.A. were actively preparing to attack 
General O’Duffy’s followers, there can be no doubt that this 
statement was justified. At the same time they put into 
force Article 2 A of the Constitution—the Public Safety 
Act, passed by Mr. Cosgrave’s Government shortly before 
its defeat*—which virtually creates a state of martial law, 
and gives the Government almost unlimited powers of 
action against any association it declares to be illegal. 
General O’Duffy, who had previously stated that it was 
his sacred duty to head the National Guard on this occasion, 
from which duty he would not flinch come what might, now 
wisely decided that discretion was the better part of valour, 
and cancelled the parade. At the same time he announced 
that his organisation would hold church parades throughout 
the country on the following Sunday, an arrangement 
which he had also to cancel, as being contrary to eccle- 
siastical law. Finally, he ordeied, in spite of a warning 
from the Government that it would lead to the proclama- 
tion of the National Guard under the Public Safety Act, 
that private parades should be held in each district on 
Sunday, August 20, in honour of the dead leaders. At 
these parades, which were duly held in each county, a 
message was read from General O’Duffy to the effect that 
no good could come to Ireland from the frantic squabbles 
of warring parties. In a previous interview he had stated 
that the policy of the National Guard was to establish 


* See Tuz Rounp Tasuz, No. 85, December 1932. p. 142. 
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vocational instead of territorial representation in the 
Dail. The present election system, he said, would be 
replaced by one which would constitute a Dail composed of 
vocational groups, such as farmers, educationalists, jour- 
nalists, etc. At the end of a few years he hoped there would 
be no politicians and no party politics in the country. 
These, and similar statements of a rather vague and 
bombastic kind, were used by the Government as an excuse 
for suggesting that the gallant general, or some of his 
supporters, meditated a coup d'état, to meet which con- 
tingency they enrolled an armed auxiliary police force of 
ex-I.R.A. men who had fought in the civil war on the repub- 
lican side, supplying it with rifles, machine guns and 
armoured cars, and placed it on guard over the government 
buildings. This new force has been nicknamed the 
“ Broy Harriers,” after Colonel Broy, the new head of the 
Civic Guard, and the famous Bray harrier pack. On 
August 22, following the parades held by the National 
Guard, the Government proclaimed that body an unlawful 
association under the Public Safety Act, and appointed 
the special military tribunal required by that measure. The 
personnel of the tribunal is exactly the same as that 
appointed by Mr. Cosgrave’s Government in October, 
1931, which proves that the army, at all events, is apparently 
trusted to hold the scales of justice evenly as between all 
political parties. This action, which was like employing a 
steam hammer to crack a nut, was ignored by General 
O’Duffy, who cautioned his followers not to permit their 
organisation to be driven underground, and proceeded with 
his work of organising the country, offering at the same 
time to disband the National Guard if the Government 
would agree to proclaim the Irish Republican Army, and 
the Communists, unlawful associations. When, on the 
motion of Sir John Keane, the Government’s action was 
| debated in the Senate Mr. Ruttledge, the Minister for 
Justice, stated that the National Guard was a heavily armed 
| force, and that arms were being imported into the Free 
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State. Mr. McEntee, the Minister for Finance, denied 
that there was any suggestion of hesitation on the part of 
the army to act in co-operation with the Civic Guard, and 
added that on grounds of the highest policy the Government 
would refuse, unless driven to the last extremity, to bring 
out the army against the Irish people, no matter what 
section might be involved. 

In spite of the proclamation, General O’Duffy held 
uniformed meetings of his organisation in various places, but 
one which he had planned to hold on August 27 at Beal- 
nablath, County Cork (the place where Michael Collins was 
ambushed and killed during the civil war) was prevented 
by the police. On the same day, however, he eluded his 
police guard by a clever ruse, and addressed a big meeting in 
the streets of Bandon. On August 30, the Government being 
apparently anxious to make some show of action, a police 
raid was made on the headquarters of the National Guard in 
Dublin, shortly after a raid had been made onan I.R.A. camp 
near Dublin. This last performance, which was apparently 
staged to prove the Government’s impartiality, aroused the 
wrath of the I.R.A. Council, which denounced the Govern- 
ment for exercising coercion against republicans, and stated 
that it had no more claim to the allegiance of the people 
than the “imperialist juntarulinginthesixcounties.” They 
appealed to all republicans to unite in repudiation of the 
Treaty, and the establishment of the Irish republic. In 
spite of these excursions and alarums, no serious action was 
taken by the Government against the National Guard or 
the I.R.A.,and no evidence produced to justify the tremen- 
dous powers it had invoked. 

Meantime there had been some further developments 
in the Anglo-Irish situation. On July 25, Mr. Lemass, 
the Minister for Industry and Commerce, speaking in the 
Senate during a discussion on the Government’s legislation 
for making permanent the emergency duties imposed as a 
retaliatory measure against British goods, announced that 
the Free State Government was prepared to raise the 
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emergency duties immediately if the British Government 
would do likewise. The Free State, he said, would go 
| further and remove them now, if there was any indication 
| that the British Government would remove them soon 
| afterwards. To this overture Mr. Thomas replied, in 
| the House of Commons on July 27, that if it meant that 
| the Treaty obligations would be fulfilled and the annuities 
| paid then there was no difficulty whatever. Overtures 
| of any sort or kind made on behalf of the Irish Free State 
| would be examined sympathetically by the Government. 
| The statement was repeatedly made that the people of 
Ireland were adapting themselves to the changed circum- 
stances. It was equally true with regard to the people 
in Great Britain. But that, instead of helping matters, 
only aggravated them; it merely widened the breach. 
The British Government, he insisted, would lose no chance 
or opportunity of effecting an honourable settlement. 

In spite of these statements, and unofficial discussions 
which are believed to have taken place, it soon became 
obvious that Mr. de Valera’s obstinacy still blocked the 
way to any chance of fruitful negotiations. His real 
purpose was further revealed by three Bills to amend the 
constitution, introduced early in August, which are all 
calculated to bring the Free State closer to the republican 
ideal. The first transfers from the Governor-General 
the formal function of recommending the purpose of the 
appropriation of money. ‘The second proposes to abolish 
the Governor-General’s theoretical right to withhold the 
Royal Assent to a Bill passed by both Houses, although, 
in fact, no Governor-General could now exercise this 

right, unless the Government in the Dominion concerned 
| so advised him. The third, and most important, proposes 
_ to abolish all appeals to the Judicial Committee of the 
| Privy Council, a step which Mr. Cosgrave’s Government 
| had seriously contemplated, and done their best to secure 
by consent. In fact, these three Bills are only a logical 
' extension of the policy followed by the Cosgrave Govern- 
169 





Ireland : Mr. de Valera’s Objective 


ment, and could not be, and were not, opposed by the 
Opposition. The Judicial Committee of the Privy Council 
has quite recently granted leave to appeal against a decision 
of the Free State Supreme Court concerning fishing rights 
in the river Erne, but it would be better for all concerned 
to realise that, as far as the Free State is concerned, the 
tight of appeal is dead, and can never be revived. Nor 
is there much chance of any Free State Government agreeing 
to any alternative imperial tribunal. Whilst these Bills 
were under discussion in the Dail, Mr. de Valera stated 
that he could not guarantee that they completed his pro- 
gramme of alterations in theconstitution. Mr.MacDermot 
replied that he could not imagine anything less intelligent 
and patriotic than to keep the Treaty in existence for the 
purpose of chipping bits off it whenever the Government 
wanted to create excitement. 

During the recent debate on the vote for the Governor- 
General’s establishment, Mr. de Valera said that he hoped 
to be able to abolish the Governor-General’s office com- 
pletely and absolutely. In the meanwhile his functions 
would be just what the Executive Council told him to do— 
nothing more, and nothing less. The present Governor- 
General of the Free State might, indeed, be described as a 
person who gets something for being nothing. 

Another indication of the Government’s attitude towards 
the King is given by the fact that the Department of | 
Defence thought it desirable to contradict officially a | 
statement that a prominent Free State army officer had 
honoured the toast of the King at a dinner in Trinity | 
College. All these things, some of them relatively small | 
in themselves, clearly indicate that the Government is | 
not prepared to come to any settlement with Great Britain 
which involves the fundamental recognition of the Treaty 
of 1921. 





The United Ireland Party 


II. Tue Unrrep Iretanp Party 


HILST General O’Duffy and Mr. de Valera were 

still manceuvring for position, the various Opposi- 
tion parties in the Dail, alarmed by the threat of an early 
general election, and, apparently realising at last the weak- 
ness of their position, entered into negotiations for fusion. 
These negotiations were brought to a speedy conclusion 
on September 8, when conventions representing Cumann 
na nGaedheal and the Centre party agreed to join with 
the National Guard in forming a new United Ireland 
party, under the leadership of General O’Duffy. It was 
also agreed that the vice-presidents of the new party should 
| be Mr. Cosgrave, who is to act as its parliamentary leader, 
Mr. Frank MacDermot, the leader of the Centre party, 
and Mr. James Dillon, a son of the late John Dillon—one 
| of the leaders of the Irish Parliamentary party—who was 
also a member of the Centre party. A manifesto, issued 
on the same day by General O’Duffy, stated that the new 
party stood for a voluntary reunion of the Irish nation as a 
paramount constitutional issue in Irish politics, and con- 
sidered that to achieve this end the first essential was 
solidarity of purpose among the citizens of the Free State. 
It maintained the fundamental right of the Irish people 
to decide for themselves at all times their constitutional 
status, and rejected, as fatal to Irish unity and in every 
way disastrous, the Government’s double-faced policy of 
retaining the present constitutional position and at the 
same time discarding its advantages. The United Ireland 
party had been founded to enable all patriotic citizens to 
| co-operate in remedying the situation so created. Looking 
| to the future while rooted in the best traditions of the 
past, it would stand for the wiping out of party animosities 
parising either from the Anglo-Irish war or from civil 
Nconflict. These objects are fundamentally those of the 

M 171 





Ireland : Mr. de Valera’s Objective 


Centre party. But it is to Mr. Cosgrave that the greatest 
credit for the fusion is due, because he has undoubtedly 
sacrificed his personal position for the good of the 
country. 

It would be easy: to exaggerate the importance of this 
new party, which Mr. Lemass, the Minister for Industry 
and Commerce, has humorously, if not accurately, chris- 
tened the “cripple alliance.” Although it does not 
comprise all the Independent members in the Dail, it has 
undoubtedly consolidated the Opposition and revived its 
spirit. Moreover, it enables General O’Duffy to amalga- 
mate the National Guard with a perfectly constitutional 
party, in which his young men can still display their blue 
shirts in “storm troop” formation should the occasion 
demand. Their activities can now be directed to securing 
freedom of speech and vote. Although the new party is at 
present unlikely to attract many new votes, it would in a 
general election undoubtedly secure, through unity of 
purpose and with properly chosen candidates, a very real 
advantage. If General O’Duffy’s ability as an organiser 
is equal to his reputation he may be able to give it that 
efficient political machinery which Mr. Cosgrave’s party so 
sadly lacked. It has certainly saved the various Opposition 
groups from individual destruction. On the other hand, 
it has driven Mr. de Valera to a closer alliance with Labour, 
which has been cemented, if not procured, by promises 
of immediate legislation dealing with widows’ and orphans’ 
pensions, unemployment, housing schemes, workmen’s 
compensation, and factories. The Unemployment Assis- 
tance Bill, which has already been introduced, provides 
for relief to every unemployed person out of a fund derived 
partly from urban taxation and partly from the national 
exchequer. The necessity for some such measure is a 
strange and ironical commentary on the Government’s 
economic policy, and is proved by the increasing and im- 
possible burden thrown on the local authorities by public 
assistance. ‘This is now costing the ratepayers over £2,300 | 
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aday. The number of people so relieved was, in June last, 
33,622 more than at the same date in 1932. 

Having secured the support of Labour by these measures, 
it is very unlikely that Mr. de Valera will now incur the 
risk of another general election, because it is difficult to 
see what advantage he could gain by doing so. If and 
when he introduces a Bill for the abolition of the Senate 
an election may be considered imminent, for the certain 
rejection of such a measure by its proposed victims would 
undoubtedly be the signal for a final and decisive struggle 
in which he would, if victorious, be able to remove the 
last obstacle to the full development of his policy. The 
Senate has not increased its chances of survival by inserting 
an amendment in the Economy Bill exempting the Civic 
Guard from the proposed cuts, an amendment which the 
Government, in spite of the opposition of Mr. McEntee, 
the Minister for Finance, were reluctantly forced to accept 
in order to save their faces, because-the Labour party would 
have voted for the Senate’s amendment. ‘The Bill would, 
in its original form, have reduced official salaries and wages 
by about £300,000, and the Senate’s amendment will 
reduce this sum by £35,000, which must be found by fresh 
taxation or by borrowing. The Senate also amended the 
Land Bill by providing that the 40,000 farmers who are not 
in arrear with their annuities should be relieved of paying 
them during the period 1933-39, and that, instead, the 
payments for that period should be funded, as is proposed 
to be done in the case of those already in arrear. They 
also passed an amendment relieving local ratepayers of 
responsibility for defaulting annuitants. ‘The Dail refused 
to accept these amendments, and the Senate did not 
persist in its attitude. 

Other and more serious difficulties have been created 
for Mr. de Valera by the action of the I.R.A. Not 
satisfied with the policy of Mr. de Valera’s Govern- 
ment towards British imports, which they consider to be 
weak and unsatisfactory, they have embarked on an aggres- 
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sive and intensive campaign against British goods, directed 
principally towards the products of Messrs. Bass. In 
pursuit of this policy, advertisement signs have been broken, 
public house owners warned, and a large amount of drink 
destroyed. One unfortunate publican was removed to the 
top of a mountain near Dublin and stripped of everything 
save his shirt and a pair of drawers, on which was painted 
the legend “ Boycott British Goods,” which is the I.R.A. 
slogan in this campaign. When some of the youths respon- 
sible for these antics were brought before the courts noisy 
demonstrations took place and large forces of police had 
to be employed to keep order. Some of those convicted 
went on hunger strike, but the Government on this occasion 
actually refused to release them, and they eventually 
desisted from their fast. Speaking at Dundalk on Sep- 
tember 10, Mr. de Valera said that those republicans 
who had been creating disorder and damaging property 
under the pretext of prosecuting the economic war were 
playing into the hands of the enemies of Irish independence. 
If he were Mr. Thomas, and wanted to bring about the 
speedy defeat of the Irish people in this struggle, there 
was nothing, after the antics of General O’Duffy, Mr. 
Cosgrave, and Mr. MacDermot, which would give him 
more pleasure than the raids on publicans and subsequent 
scenes inside and outside the courts. He warned those 
republican opponents of the Government that their present 
course might very well lead to national defeat and disorder. 
But the I.R.A. entirely ignored this reproof, and their 
official organ, An Poblacht, declared that the only tactics 
which would save the situation were those of direct attack 
on the enemy. British goods must cease to be imported 
as a first step in Irish industrial reconstruction. The 
agricultural community must be given the waste and idle 
acres, and credit and capital with which to build up their 
homes and farms. The system of industrialism in the cities 
and towns must give way to a control more stringently 
regulated by the State in the interests of the whole com- 
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munity. Only a revolutionary policy with a revolutionary 
leadership was adequate, they claimed, to deal with these 
urgent tasks, and the I.R.A. alone supplied that leadership. 

The truth of the matter is that in this matter Mr. de 
Valera is hoist with his own petard. If he had practised in 
opposition what he preaches in power his position would 
be very different. He refused, however, to conform to 
“the will of the people ” when it was not to his liking, 
he stirred up dissension, and showed himself prepared, 
to quote the words that he applied to his oppon- 
ents, to “bring ruin and anarchy on the country in 
order to attain party ends.” He was not then dis- 
turbed by fear of what he now describes as “weakening 
the elected Government of the country for the meanest of 
party motives.” The I.R.A. are naturally surprised and 
pained by his denunciation of their mischievous campaign, 
for they might justly recall his silence when public buildings 
and private residences were burnt by his comrades as part 
of the work of national regeneration during the civil war. 
The chickens hatched in Mr. de Valera’s nest have 
come home to roost, and it is not surprising that he at last 
disowns the ugly brood. If there be, as he complains, 
a conspiracy not to pay rates, it was he who preached and 
practised the repudiation of obligations. If private armies 
exist in the Free State, it is because Mr. de Valera’s Govern- 
ment have tolerated and parleyed with a revolutionary 
force—for which he claims to have nothing but sympathy 
and brotherly love—whose existence and activities have 
led naturally to the formation of a rival organisation, 
His policy of killing the 1.R.A. with kindness and ignoring 
its activities has given us a year of comparative peace, 
but it was dearly purchased, as the condition of semi- 
anarchy now prevailing clearly proves. The Waterford 
farmers, who were charged with conspiracy to prevent the 
payment of rates, were haled before the Military Tribunal 
and kept in gaol for a month awaiting trial on a charge 
which, even if they had been found guilty (which they were 
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not), -was after all only an extension of Mr. de Valera’s 
own conduct in refusing to pay the land annuities. But 
the armed conspiracy of the I.R.A. to overthrow the State 
itself only meets with a mild rebuke. When the Govern- 
ment are finally forced in very shame to protect the public 
against the destruction of private property, carried on by 
the satellites of this armed organisation, they treat the 
offence as one of minor importance. 

It is no wonder that, emboldened by their success, the 
I.R.A. have extended their activities. On September 21, 
at Dingle, a member of the National Guard was fired at 
by men with rifles and seriously wounded; on September 23 
determined attempts were made to attack a meeting of the 
United Irish party in Limerick, several people being seri- 
ously injured and some motor cars burnt; on Sep- 
tember 26 the offices of Messrs. Bass in O’Connell Street, 
Dublin, were attacked and the windows broken; on 
September 30 the military and police had to be called out 
to keep the peace in Cork, where General O’Duffy was 
holding a meeting and the I.R.A. had organised a rival 
gathering. But worse was to come. On October 6, whilst 
walking through the streets of Tralee to attend a convention 
of his party in Kerry, General O’Duffy was assailed by a 
band of hooligans and struck on the head with a hammer, 
the hall in which he was holding his meeting was sub- 
sequently attacked by an organised mob, his motor car 
was burnt and, as the Civic Guard were either unable or 
unwilling to tackle the situation, troops had to be brought 
from Cork to restore order. The General’s subsequent 
statement that the attack on him was made by “ex-British 
army men of the corner-boy type,” even if accurate, was 
hardly tactful. During these proceedings a Mills bomb 
was thrown into the hall but, fortunately, did not explode. 
On the same night the Civic Guard barracks at Tralee were 
fired into with rifles and a machine gun. 

Speaking at Castlebar, on October 8, General O’Duffy 
said that the Free State was fast being brought under mob 
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law, and Mr. de Valera was only kept in office because he 
pandered to the mob. 

When the Dail met on September 27 after the recess, 
Mr. MacDermot, on behalf of the new party, moved a vote 
of censure on the Government for their alleged misuse of the 
Public Safety Act. This was defeated by 15 votes, as the 
Labour party, swallowing its past denunciations of the 
Act, voted with the Government. Mr. MacDermot 
declared that it was an Act of appalling severity, and that 
its use could be defended only on a plea of overwhelming 
necessity. The Government could not escape the imputa- 
tion of injustice and oppression unless they could show 
that there was a widespread prevalence of serious crime, 
and that the resources of the ordinary law had been 
exhausted. Pointing out that the National Guard had com- 
mitted no crimes, he said that the Government, having 
obtained their dictatorial powers, did not stop short at 
using them against the no longer existent National Guard. 
Powers that were not considered necessary for dealing 
with terrible acts of sabotage during the railway strike,* 
or with the activities of the I.R.A., were being used against 
farmers who had been driven to desperation by the ruin 
which the Government’s policy had brought upon them. 

But the sensation of the debate was provided by the 
statement of Mr. de Valera that the Government had 
definite information that General Mulcahy, the former 
Minister of Defence in the Cosgrave Government, had had 
conversations in Glasgow with Lord Hailsham, the British 
Minister for War—the implication, of course, being that 
General Mulcahy, who was a prominent member of the 
National Guard, had been conspiring with Lord Hailsham 
to procure British military assistance for a coup d état. 
This absurd story was promptly denied by both General 
Mulcahy and Lord Hailsham, and on October 4 Mr. 
de Valera, who had promised to set up a tribunal to inquire 
into the matter, admitted that the person who had given 

* See Tuz Rounp Tasiz, No, 91, June, 1933, p. 649. 
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the information had refused to come forward, and that the 
information he had given was untrue. He also apologised 
to General Mulcahy for giving publicity to this falsehood, 
but refused to allow any further inquiry into the matter. 
It is a strange commentary on our narrow political men- 
tality that both Government and Opposition apparently 
consider it an act of high treason to have any converse with 
a British Minister. The situation is both tragic and 
absurd. 

The most serious menace to the Government’s position 
is, undoubtedly, the reluctance of the farmers throughout 
the country to pay their rates. In an official circular to all 
the county councils, published on October 13, the Secretary 
of the Local Government Department points out that 
although, granted efficient collection, the proportion of the 
entire year’s collection of rates lodged at this period 
should have amounted to one half, in no county has one- 
third been reached, and the general position is that less than 
one-eighth of the rates have been collected. The county 
council elections, which were to have been held in Novem- 
ber, have now been postponed to July, 1934. The reason 
for this postponement is ostensibly to enable the Govern- 
ment to bring in legislation applying the city manager 
system, which the Cosgrave Government started in Cork 
and Dublin, to the county councils. The real reason, 
however, is suspected of being a desire to avoid an immediate 
election on the limited occupation franchise, which applies 
to local elections in which the Government’s candidates 
might fare badly. The attitude of the farmers is well 
exemplified by the story of the six Clonmel heifers. These 
animals, which are likely to become historic, were seized 
for non-payment of rates and succession duty from a farmer 
near Clonmel. It was found impossible to sell them locally, 
and they were then removed to Dublin, where their sale 
was the occasion of exciting scenes. No bona fide bids were 
received, and they were finally knocked down for {14 to a 
detective disguised under the name of John Brown, who 
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lost his trousers while attempting to escape from the 
infuriated farmers. “ John Brown’s trousers” are likely 
to become as famous as “ John Brown’s body.” In con- 
nection with this occurrence Mr. P. Belton, T.D., a 
member of the United Ireland party, Mr. Cronin, one of its 
secretaries, Mr. P. Ryan, chairman of the South Tipperary 
County Council, and Mr. F. B. Barton, a prominent gentle- 
man farmer from Kildare, who were present at the sale, 
were charged before the Military Tribunal, and found 
guilty of interference with the enforcement of the law and 
of unlawful assembly to disturb the public peace. They 
were fined {25 each and {25 costs. 


III. Tue Economic Position 


HE trade returns for the twelve months ended 

August 31, 1933, prove that we are still suffering the 
natural consequences of the Government’s policy. The total 
volumeof trade during that period had fallen to £55,790,116, 
as compared with a total of {80,366,644 for the year ended 
August 1932; a total of {90,658,730 for the year ended 
August 1931, and a total of {107,546,897 for the year ended 
August 1930. In other words, our trade is nearly £25 million 
down on the last year. Great Britain and Northern Ireland 
still maintain their positions as the Free State’s leading 
customers. The effect of the “ economic war ” is shown 
in the export trade in live animals. In the first eight 
months of this year the total value of all live animals 
exported from the Free State had declined by £4 million. 
Even Mr. de Valera’s paper, The Irish Press, bewails the 
fact that although we buy from foreign countries they take 
very little in return. The mirage of alternative markets 
to Great Britain for our produce and live stock has now 
completely disappeared. Two recent developments illus- 
trate in an amusing way the nature of the Govern- 
ment’s economic policy. They agreed with France to take 
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10,000 tons of wheat, in exchange for which France was to 
take the equivalent in value of Irish butter. Unfortun- 
ately, when the time for delivery arrived, it was found that 
no butter was available for export, and as France would only 
supply last year’s wheat at an absurd price, the whole deal fell 
through. Again, the farmers, urged by the Government, 
have this year grown more oats. This year’s crop will be 
about 650,000 tons, and there is a surplus from last year of 
100,000 tons, making a total of 750,000 tons available for 
sale. But the most the grain merchants and millers can 
possibly use is 200,000 tons, so that there is a surplus of 
550,000 tons, which is virtually unsaleable, and cannot, in 
face of British and foreign tariffs, be exported. These are 
two excellent examples of the knots into which the Govern- 
ment have tied themselves in their amateur efforts to 
reconstruct our agricultural economy. 

Speaking recently in the Dail, Mr. Lemass, the Minister 
for Industry and Commerce, claimed that the Government 
by their tariff policy had transferred from foreign to Irish 
factories, within a period of slightly more than twelve 
months, trade valued annually at over £5,000,000, and they 
hoped to double that figure within the next twelve months. 
Yet these results could have been obtained without any 
dispute with Great Britain. Mr. Norton, the leader of 
the Labour party, pointed out in the same debate that the 
unemployment problem was still as serious as it was twelve 
months ago, and that in some trades, such as the wholesale 
clothing industry, there were considerably fewer persons 
employed now. The truth is that, whilst the Government 
have by their tariffs benefited certain relatively small 
existing industries and encouraged the starting of others, 
they have also by their quarrel- with Great Britain 
almost achieved the ruin of our main industry, agriculture, 
on which our whole economic existence depends. Moreover, 
any foreign manufacturer who cares to do so has been able 
to avoid the Government’s rather childish schemes to 
prevent the introduction of foreign capital and foreign 
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enterprise. It is indeed notorious that the unsettled state 
of the country, both politically and economically, is a 
definite deterrent to the initiation of new undertakings, 
and has caused the departure of many people who, in spite 
of their reluctance, think it wiser to realise their property 
and to leave the country. 

The Dail has now adjourned until November 15. Dur- 
ing the adjournment debate Dr. O’Higgins appealed to both 
parties to discourage any endeavour to interfere with the 
rights of others, and Mr. de Valera promised that all the 
forces of the Government would be used to preserve order. 
After admitting that the country was in a serious position, he 
said that there could be no progress if there was disorder, and 
that any such thing as mob law would be the end of them 
all, and the end of all the efforts of the nation. In some 
quarters it is believed that another general election will take 
place before the Dail reassembles, but it may be doubted 
if Mr. de Valera’s party, should he consult it, will agree 


once more to put its political life in jeopardy under existing 
conditions. 


The Irish Free State. 
November 1933 





CANADA 


I. Canap1iAn LaBour 


ABOUR in the broadest sense includes all economic 
activity. In Canada economic activity is carried on 
over an enormous stretch of land, the occupied farm lands 
alone extending over an area more than twice as large as 
the British Isles. And away beyond the farm lands are 
hundreds of thousands of square miles of unoccupied lands 
available for scientific forestry or open to prospectors for 
minerals. A part of the forest lands may be expected to 
become farm lands in the future, while other lands now 
inaccessible to settlement may be expected to be cultivated 
when mining or lumbering towns grow up in their vicinity, 
or when the advent of railways and good roads supplies 
the settlers with a market for their produce. In spite 
of the present depression and in spite of all the labour- 
saving inventions of the period, the time will come when 
Canada will need a larger population to exploit her still 
largely undeveloped natural resources. 

Immense as is the area of Canada in proportion to its 
population, more than half of that population lives in about 
three per cent. of the area, that is, in the area of about 
one hundred thousand square miles included in Old 
Ontario and the thickly settled strip along the St. Lawrence 
Valley in Quebec, between Montreal and Quebec City. 
This region constitutes the industrial heart of the Dominion. 
Indeed nearly one quarter of the total population of 
Canada is to be found in Montreal island and its environs 
together with the Toronto and Hamilton district, Ottawa 
and Hull and Quebec City and suburbs, which are all 
included in the area just described. 
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Outside this area there are only two considerable 
agglomerations of population—Winnipeg and Vancouver, 
with their respective suburbs. While Halifax and Saint 
John in the maritime provinces, Regina and Saskatoon and 
Calgary and Edmonton in the prairies, are important 
towns, the bulk of the population in the remaining area, 
which is more than 95 per cent. of the total area of Canada, 
lives close to the land and other natural resources. This 
population is the typically Canadian population depicted 
in the novels and in moving pictures of the prairies and the 
great forest areas. Life in these parts is, for the most 
part, not so far removed from the life of the pioneer. 
Climate and its vicissitudes play a great part in the life of 
the people, and since production is largely for export, 
transportation facilities are a matter of supreme importance. 


(a) Characteristics of Canadian Employment 


As Canada is still a new country, offering in normal 
times considerable inducements to immigrants, it is natural 
enough that her population should include a large number 
of people of the working age. The constitution of the 
population in respect both of sex and of age is affected by the 
very large number of immigrants. ‘The disproportionately 
large number of males of working age, together with the 
transfer of females from domestic life to other spheres of 
activity, results in a proportion of gainfully occupied people 
which is one of the highest in the world. Thus in 1931 
the gainfully occupied male population was over three and 
a quarter millions, or more than three-quarters of all males 
ten years old and over. In the same year, the gainfully 
occupied females were one in six of all females ten years 
old and over. The total gainfully occupied population 
numbered nearly four millions out of a total population of 
ten and a third millions. 

Again, the totai gainfully occupied population is very 
considerably larger than the wage-earning population. 
Out of three and a quarter millions of gainfully occupied 
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males, little more than two millions were classified as wage- 
earners at the census of 1931, although “ wage-earners,” 
according to the Canadian census, include all salary-earners 
up to the Prime Minister of Canada and the President of 
the Canadian Pacific Railway, not to mention large numbers 
of civil servants and teachers and other professional men. 
The remaining million and a quarter of gainfully occupied 
males are either “ workers on own account ” or employers 
of others, the former being the great majority. This 
million and a quarter includes nearly three-quarters of a 
million operating farmers of whom go per cent. were the 
owners of their farms. Probably 150,000 others operated 
retail stores or service establishments. Even of the two- 
thirds of a million gainfully occupied females, more than 
one hundred thousand were “ workers on own account ” 
or employers of others. Finally, it is quite common for 
those who are “ workers on own account” at one time of 
the year to be wage-earners at another, as in the case of the 
pioneer farmers on the frontier of settlement who often 
work in the lumber camps in the winter. © 

All this means that the transition from wage-earner to 
“ worker on own account” or employer is not so very 
difficult in Canada, though it is more difficult than it used 
to be, particularly in the manufacturing industries, where 
large-scale production is gaining ground, and also in trans- 
portation and finance. However, a large number of the 
more ambitious wage-earners in the agricultural industry, 
in the fisheries, in the saw-mills and even in many small 
manufacturing industries may quite reasonably expect to 
be their own bosses later on. This ambition is more 
likely to be realised by the native Canadians than by the 
British-born or foreign-born workers because the Canadian- 
born worker is more alive to the opportunities before him, 
and is likely to have more assistance of the kind that comes 
from old school friendships and family relationships ; 
again, he is more in love with economic independence. 
Yet large numbers of British-born immigrants have attained 
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independence or responsible positions. The foreign-born 
worker has greater difficulties, as he is likely to be exploited 
both by the baser sort of Canadian and by his own better 
informed countrymen. 

Rising to be one’s own “ boss,” however, is not quite 
all that it is sometimes represented to be. In the great 
depression, on account of the disproportionately large fall 
in the prices of agricultural commodities, the independent 
farmer who works his own farm has had to face more 
hardship and privation than the reasonably efficient urban 
workers who have steady jobs. The farmers have on the 
whole fared worse than the train workers who have carried 
their products to markets. Such reversals of fortune have 
produced general discontent which tends to increase in 
proportion as the discrepancy is long continued. The 
raising of farm prices nearer to the level of prices of manu- 
factured products would tend to restore the economic 
equilibrium and lessen economic friction in Canada. 

Another characteristic of Canadian employment is that 
throughout far the greater part of Canada the “ jack of 
all trades” is more in demand than the master of one trade, 
who may not find a field for his specialised operations 
outside the industrial region between Lake Huron and 
Quebec. The handy man, who can turn his attention to 
any one of a hundred jobs from painting a garage to repair- 
ing a tractor, is the man who is wanted in the greater part 
of Canada, and sufficient self-confidence with a certain 
amount of mechanical aptitude will cover a multitude of 
imperfections in a man’s work. Thus Canadian labour 
is to a large extent unspecialised and intensely individualistic. 

From what has been said, it follows that trade unions 
are relatively weak because of the small number of specialised 
workers. The total trade union membership is only a 
little over three hundred thousand, a figure which includes 
some unions of the industrial type. The strongest trade 
unions are in the railway trades, the iron and steel trades, 
the textile and the printing and publishing trades. 3 Again, 
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the trade unions are weakened by the loss of their most 
intelligent members, who become employers or “workers 
on own account.” It is significant that many of the leaders 
of the Canadian trade unions are British-born, inasmuch 
as the British are more class-conscious than the native 
Canadians. Moreover, the majority of the trade unionists 
of Canada are members of international unions with head- 
quarters in the United States, a fact which is causing 
some searchings of heart at the present time in view of 
the attitude of the United States Administration toward 
trade unions. There the Government has adopted a 
policy of higher wages, shorter hours and the recognition 
of trade union organisations, and this is likely to make 
Canadian trade unionists more intransigent in their attitude 
towards their employers, who at a time like the present 
have many other difficulties to face in bringing about a 
national revival. 

Again, the Canadian labour force, especially the non- 
Canadian-born, is to a considerable extent nomadic, 
wandering from place to place out of a love of adventure 
and a desire for more favourable conditions. Thus in 
former times many Canadian farmers’ sons made their first 
acquaintance with the Great West by going there as 
labourers in harvest time—a habit facilitated by extremely 
low rates on the railways, and often leading to the establish- 
ment of new farms on the prairies. To-day, however, 
wandering labourers either “ ride the rods” in spite of 
official prohibitions, or “ hitch-hike ” through the kindness 
of motorists. All this Wanderlust will throw very great 
difficulties in the way of the administration of any system 
of unemployment insurance that may hereafter be devised. 
While skilled labour of an industrial character usually 
“ stays put,” the farm labourer, the construction labourer, 
and the worker in the lumber camps and mines, who are 
really in the greatest need of a system of unemployment 
insurance, will continue to go where fancy calls them, thus 
increasing the difficulty of collecting from them any con- 
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tributions provided for by such a system, and also making 
it difficult to test the bona fides of their unemployment 
when they apply for what may be due to them. Indeed, 
it is a question whether the obstacles to the adoption of a 
system of unemployment insurance are not, for the next 
ten or twenty years at all events, insuperable. 


(b) Brighter Employment Figures 


The high point of industrial activity in Canada was 
reached about August 1929, after the whole of the 
stimulus of the enormous harvest of 1928 had been ab- 
sorbed into the economic system of the country. Further, 
many Canadians had made money as the result of the 
great boom in the United States and the Canadian stock 
markets. New construction, always a very important 
element in the economic life of a young country, reached 
the record total of §77 million dollars in 1929. Even after 
the break came, it was generally believed that only a 
temporary readjustment was involved. The business fore- 
casters continued to repeat their classic formula that 
“ prosperity is just around the corner,” and no one was 
disposed to be very much concerned over the fact that the 
use of the combined harvester and thresher had cut down 
the demand for extra agricultural labuur in the West. 
Rather were the observers disposed to consider this as 
tending toward a stabilisation of employment—a boon 
rather than a bane. 

The most comprehensive measure of the employment 
situation in Canada is the monthly return of the aggregate 
number of employees made by some 8,000 of the larger 
employers of Canada to the Dominion Bureau of Statistics. 
These firms, which employed almost 1,100,000 workers at 
the peak level of employment in August 1929, employed 
only 1,043,000, 956,000 and 792,000 in August 1930, 1931 
and 1932, respectively. Indeed, the decline continued 
until April 1933, when the low point of 698,000 was reached, 
practically 400,000 lower than the high mark of 1929. This 
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was the experience in spite of a gradual increase in the 
number of reporting firms. 

Seasonal movements of employment are considerable in 
Canada, owing to climatic conditions. Thus the firms 
reporting to the Bureau of Statistics employ on the average 
nine persons at the high point of the year, which is usually 
in August, for every eight persons they employ at the 
low point, in January. The difference would be greater if 
it were not for the inclusion of “ logging,” which is a winter 
industry, in the figures. Further, it should be noted that 
the very considerable variation between winter and summer 
employment in agriculture is not reflected in the figures. 

The low point of the depression, as reflected in the 
absolute numbers employed, was reached in April, 1933, 
but the gain between April and June was not as large as 
the usual spring gain, reckoning by the experience of the 
last twelve years. However, between June and October 
there has been a steady increase in employment, even after 
seasonal variations have been eliminated, and the grand 
total number of workers on the staffs of the reporting firms 
has increased to 834,000. It looks as if the worst were over, 
though unquestionably the approach of winter finds 
employment still at a low ebb and a large amount of direct 
relief will have to be provided. Parallel with the increase 
of some 35,000 in the number of the people employed 
reported by various firms during recent months—an 
increase which is indicative of an increase of some 
275,000 in all sorts of employment—there has been a decline 
from 1,522,000 to 1,000,000 in the estimated number of 
persons on relief. The number shows a slight increase, 
however, in September and may be expected to increase 
further during the winter. 

Generally speaking, the depression has been deepest 
in the construction industries, though its severity has been 
considerably mitigated by relief employment on_ public 
works. ‘Thus employment on construction has not declined 
as much as might have been expected. Apart from relief 
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works, the general state of the construction industry may be 
realised from the fact that in the first nine months of 1933 
contracts awarded for this sort of work had an aggregate 
value of only $63,500,000 as compared with $442,000,000 
in the same period of 1929, a decline of about six-sevenths. 
Of course, it has also to be remembered that building 
costs were much lower in 1933 than in 1929. 

Among industries which make monthly returns of 
employees manufactures are the largest group. Here there 
has been an absolute increase of employment each month 
from January to September in 1933, the total number of 
workers reported by about 5,000 firms rising from 369,000 
in January to 431,500 in September, or an increase of over 
sixty thousand. The figures of this group are not directly 
affected by relief work, and after allowing for seasonal 
variation there is an increase of about ten per cent. between 
April and September. The increase in manufactures is 
one of the brightest spots in the general business situation. 

Employment in the transportation industries has been 
very generally reduced as a consequence of the falling off 
in the quantity of commodities to be transported, the 
relatively stationary character of transportation costs as 
compared with prices, and the relatively high wages paid to 
certain classes of workers on the railways, in consequence 
of which the latter economise on their labour force. In 
recent months, it is true, the number of employees in the 
transportation industries has increased to some extent, 
and a substantial increase has also been recorded in whole- 
sale and retail trade. 

Mining is also affording increased employment ; coal 
mining is showing at least a seasonal increase in activity, 
and the mining of other non-metals, as well as of metals, 
is increasing. Some 7,400 workers have been added to the 
staffs of the reporting firms in recent months. 

On the whole, therefore, the last six months have seen a 
substantial increase in the numbers at work, and from this 
it would appear that the worst of the depression is over, 
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though there will probably be some seasonal decline of the 
still low level of employment during the winter. 


II. Tue Banrr ConrereENce. 


URING the past summer Canada has been the scene 

of an unprecedented number of conferences of a non- 
professional nature. The British Commonwealth Re- 
lations Conference at Toronto is described elsewhere. Both 
the Liberal and Conservative parties held summer schools 
for the first time, and they were of a studious rather than a 
party character. A non-partisan conference on politica] 
and economic questions was held at Lake Couchiching, 
not far from Toronto. These meetings brought together 
a number of men and women interested in various aspects of 
contemporary problems, both Canadian and international ; 
and while one may concede some degree of wasted effort, 
there can be no doubt of the benefit that will come from an 
earnest and detached study of the complex and varied ills 
that beset the modern world, a study which these confer- 
ences made possible. 

Not the least interesting of the meetings was the fifth 
biennial conference of the Institute of Pacific Relations 
held at Banff, Alberta, from August 14 to August 26. 
The general scope and nature of the work of the Institute 
will be familiar to readers of Tue Rounp Taste. It is an 
unofficial and non-partisan body, comprising citizens of 
those States which border on, or have possessions in the 
Pacific Ocean, and was created for the purpose of studying 
problems affecting all or some of the countries concerned. 
There is a permanent staff at Honolulu, and each “ national 
group” makes itself responsible for local organisation and 
research. Thus the biennial conferences have as a back- 
ground a body of research work which in turn is stimulated 
by each succeeding conference. 

Two of the four previous conferences—those held at 
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Honolulu and Kyoto—have been described in previous 
numbers of Tuz Rounp Tasz.* The fourth conference met 
at Shanghai in the troubled days of 1931, and the fifth, while 
geographically removed from the scene of the struggle in 
the East, met under the shadow of the Manchurian struggle 
and the Japanese withdrawal from the League. In 1931 
the Institute was faced with the problem whether a con- 
ference was feasible when hostilities had actually broken 
out, involving two of the principal participating States ; 
and the success of the Shanghai meeting showed that it was 
not only possible but of added value during such a time. 
Dr. Hu Shih, chairman of the Chinese group at Banff, made 
a happy reference to this issue : 


Two years ago, in my opening speech as President of the Con- 
ference, I said: “ It is not saying too much that the opening of this 
conference to-day will long be remembered, not only in the annals 
of our own Institute, but also in the history of all sister institutions 
of an international nature, as having set up a splendid precedent 
that all those who in peaceful times pride themselves as being 
internationally-minded must not desert the ideal of calm thinking, 
patient research and open-minded discussion at a time when folly 
reigns and passions carry the day.” It is, indeed, gratifying to see 
while folly still reigns and passions stili carry the day, we, members 
of the Institute of Pacific Relations, are once more assembled here to 
do our work in calm thinking and open-minded discussion on the 
various problems which have set the nations of the Pacific at variance 
one against another. The precedent set up by the Shanghai Con- 
ference is now apparently accepted by all member-groups of the 
Institute without a murmur, and individual members from countries 
between which relations cannot be strictly termed “ pacific ” have 
come to this Conference with very little of that doubt and hesitation 
which had prevailed during the weeks just before the opening of the 
Shanghai Conference. 


The agenda for 1933 provided only incidentally for 
discussion of the political question in Manchuria, but 
references were made from time to time to this pressing 
aspect of Pacific affairs. While the Institute undoubtedly 
has succeeded in bringing together in friendly discussion 
men and women from States some of which are at political 
* See Tue Rounp Taste, No. 69, December 1927, and No. 78, March 1930. 
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variance, there was evident at times at Banff some feeling 
of restraint caused by the political situation in the Far East. 
In the “ critique ” of the Conference, Mr. Wellington Liu, 
referring to the discussions at the round tables as a whole, 
urged more frankness. The Institute, he said—only 
partly humorously—may yet have to offer martyrs to the 
cause of free discussion of international issues. 

Many Canadians have never thought of Canada as a 
Pacific Power, and the fact that the Institute met at Banff 
may well have served to remedy this deficiency. The 
selection of Banff had, perhaps, a further advantage (apart 
from the beauty of the surrounding Rocky Mountains) 
in that it made it more clear that the Institute is concerned 
with the whole Pacific area and not only with the Far East. 
In this respect there was some compensation for the change 
from the vivid atmospheres of Kyoto and Shanghai. 

Much of the success of any conference depends on its 
personnel, and in this the Banff Conference was very 
fortunate. All the groups were of high calibre, and repre- 
sentative, too, of various schools of thought in the countries 
from which they came. Australia, Great Britain, Canada, 
China, Japan, New Zealand, the Philippines and the United 
States sent groups as before; groups, too, came from 
France and the Netherlands, and were made full members 
of the Institute. Observers were present from the League 
of Nations, the International Labour Office, and the 
Institute of Intellectual Co-operation. 

Two subjects were discussed by the four round tables : 
“international economic conflict in the Pacific area: its 
control and adjustment,” and “ problems of education.” 
The first of these received the lion’s share of the time of 
the Conference, and, indeed, was sufficiently wide and 
engrossing to occupy a longer period than was available. 
Four main questions appeared in the agenda for the guid- 
ance of round tables :— 


1. What types of conflict are there in the international economic 
relations of the Pacific area ? 
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2. Why do the types of conflict revealed in (1) occur? What are 
the major causes of conflicts ? 

3. What important methods have been practised for dealing with 
international economic conflicts ? 

4. To what extent have these methods been effective ? What are 
the limitations of their scope ? 


The four round tables approached these problems 
simultaneously, fortified by the large number of agenda 
papers which had been written on various aspects of the 
subject. Although general sailing directions were provided 
in the agenda, each round table followed a somewhat 
different course. Furthermore, the Institute expressly 
avoids the passing of resolutions ; and while this procedure 
adds to the freedom and purely studious character of the 
discussions, it accentuates the difficulty of analysing them. 

The word “ conflict ” offered a problem in definition 
of which the solution adopted by one of the round tables— 
“ international competition in an advanced stage but short 
of actual warfare ””—met with general acceptance. Cer- 
tainly there was no question as to the existence of economic 
conflicts, and each round table proceeded to examine 
them, using varying examples, depending to some extent 
on the knowledge and experience of individual members. 
The influence of the sugar, cotton, rubber, shipping and 
other industries on international relations was brought out, 
as were the problems arising from the unequal distribution 
of food and raw materials. ‘Tariffs, boycotts and subsidies 
were discussed as forces contributing to international 
friction. The Ottawa agreements, the N.R.A., and the 
possible “closed door” in Manchuria were carefully 
considered. Serious attention was given by some of the 
round tables to population problems, such as over-popula- 
tion and migration. Connected with this were interesting 
discussions of the varying standards of living, and the 
factors that went to make up the divergent standards in 
East and West were analysed. 

The discussions of causes of conflict revealed a highly 
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complex situation in which political, economic and social 
forces were inextricably intertwined. In seeking to define 
the methods of controlling the conflicts that arose, the 
round tables were faced with an equally intricate problem ; 
and some of them gave more time to consideration of 
solutions than did others. One of the round tables 
analysed its findings in this way: that the peace and 
prosperity of the Pacific area required that certain questions 
—such as currency stabilisation, tariffs, access to raw 
materials, migration and peace machinery—should be 
effectively dealt with; that this might be achieved either 
by voluntary co-operation between governments, by agree- 
ment between groups of private interests, or by—what has 
not yet been tried——international government. It was 
felt that, while international government was not an 
immediate possibility, some approach might be made to it, 
one of the principal avenues to saner relations being through 
education. 

By this comparatively logical transition, two round 
tables turned to consider “ problems of education.” 
Education was considered in its widest sense as the forma- 
tion of public opinion, and in this connection the influence 
of the press, of the cinema and of school-teaching was 
discussed. Emphasis was necessarily placed on the import- 
ance of accurate and unprejudiced information, and the 
dangers of propaganda of an emotional character were 
pointed out. 

Other aspects of the work at Banff can, for lack of space, 
be only mentioned. At the opening and closing sessions 
speeches were delivered by the president and other members 
of the Conference. Three evening sessions were arranged : 
one on “currency and financial problems of the Pacific 
area” and two on the National Recovery Act of the United 
States. Special round tables were convened on “ educa- 
tional techniques” and “communications and news 
dissemination.” There were also meetings of a special 
round table on international legal questions, and at this 
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round table was introduced a paper of great interest— 
“some considerations of the future reconstruction of the 
peace machinery in the Pacific.” ‘Throughout the Con- 
ference the various committees met and drew up tentative 
plans for the continuation of research work and for the 
1935 Conference. 

As has been mentioned, on the last day the Conference 
looked at its work in the form of a “ critique,” and various 
valuable suggestions of possible improvements were made 
for the benefit of future conferences. It may, perhaps, 
be taken as the general feeling of the Banff Conference that 
the Institute had done something, and by continuing its 
work could do more, to aid in the understanding and solu- 


tion of the vast and complex problems of the Pacific 
area. 


III. Tue Britiss ComMonwEALTH RELATIONS 
ConFERENCE 


HE British Commonwealth Relations Conference at 
Toronto is dealt with in its broader aspects elsewhere.* 
The purpose of what follows is merely to say something 

about the repercussions of the Conference in Canada. 
The Conference took both the public and the press by 
surprise. On the great North American continent it is 
unusual for even two or three to be gathered together 
without a maximum of publicity, and when without any 
preliminary blare of trumpets public and press suddenly 
awoke to the fact that distinguished men from various 
parts of the Empire were here among us, gathered to take 
part in a conference, there was considerable mystification. 
When it became known that the meetings were private 
and that the only thing to be given to the press was a 
prepared statement, the surprise and mystification were 
intensified, and in the case of some of the newspapers 
there was a tendency to irritation as well. The Toronto 

* See page 42. 
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Evening Telegram, for instance, a Conservative paper, said 
“If the purpose of the British Commonwealth Relations 
Conference is to foster Empire solidarity, it seems un- 
fortunate that the sessions are being held behind closed 
doors,” while the Telegram complained that the reports 
issued to the press were “ inadequate and inane.” ‘This, 
of course, was bound to be the newspaper verdict on any 
report which, as in this case, eliminated personalities and 
incidents and merely gave a summary of the arguments 
used. 

The personnel of the Conference gave rise to considerable 
comment. The names, already well known in Canada, of 
Lord Cecil, Sir Herbert Samuel and others of the United 
Kingdom delegation, and of Mr. Downie Stewart from 
New Zealand, who attended the Ottawa Conference a year 
ago, immediately gave the Conference a standing in the 
eyes of the public, and it was soon realised that the other 
visiting members, though not previously well known in 
Canada, were men of position. 

The personnel of the Canadian delegation was not so fully 
accepted. Sir Robert Borden, Mr. N. W. Rowell, K.C.K., 
Sir Joseph Flavelle and Sir Robert Falconer were men whose 
views and attitude of mind have been familiar to the 
Canadian public for a considerable period of time, but there 
the views of many of the delegates were quite unknown, 
and as the Conference proceeded it became clear that not a 
few of them were men of a rather highly intellectual type, 
who expressed with great freedom opinions of a much more 
radical nature about the subjects under discussion than had 
been customary at previous meetings of this kind. 

The proponents of these views felt it highly desirable that 
the other delegates should have a change from the diet of 
sentimental imperialism which is so often the only fare 
provided for visitors from the rest of the Empire, and 
while they assumed that the Empire would continue in 
being, they were determined to let the other delegates know 
of}the existence in Canada of what may perhaps be described 
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as a North American continental view tempered by a recog- 
nition of Canada’s obligations in and to the League of 
Nations. 

As soon as it became known that this point of view was 
being put forward, questions and protests began to appear 
in the Conservative press, though Liberal newspapers 
apparently contented themselves with merely reporting 
the proceedings of the Conference. 

Thus the comments of the Mail and Empire, a Toronto 
Conservative newspaper, were as follows :— 


The British Commonwealth Conference, held at Hart House under 
the auspices of the Canadian Institute of International Affairs, is 
subject, and we think properly so, to considerable criticism on one 
count. There is a widespread feeling that some of the Canadian 
speakers, who by no means represent majority public opinion in this 
country, were unduly cold in their attitude towards the Mother 
Country and the rest of the Empire. These speakers belong to the 
separatist school, which is as vociferous as its numbers are small. 
Little Canadians in their outlook, they seem to be wholly lacking in 
imagination, in respect for Imperial traditions, and in an adequate 
conception of history. They appear to delight in belittling the 
glorious work accomplished by the British League of Nations on 
behalf of humanity, even going to the length of denying that the 
Mother Country and the British Navy have done much for Canada. 
We believe that such sound Canadians and Imperialists and peace- 
lovers as Sir Joseph Flavelle and Hon. N. W. Rowell, who had to 
listen to the harangues of these men, must have grown restless under 
the ordeal. The Canadian autonomists had the support of one or 
two South Africans, but the delegates from Great Britain, Australia 
and New Zealand took a strong stand against them. 


Again, take the Orillia Packet and Times, an independent 
organ: 


It would appear (said this paper) that the “ delegates” who 
undertook to speak for Canada were disposed to emphasise the inde- 
pendence which has been conferred on the Dominion by the Statute 
of Westminster. In this attitude we are inclined to question whether 
they represented either the general opinion or the highest interests 
of the people of Canada. This whole independent nation agitation is a 
hothouse movement, inspired by two small groups—first the politicians 
who want to add to their own importance ; and secondly the group of 
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intellectuals in the universities who ate enamoured of internationalism 
and who see in any intra~Empire development a rival tendency. The 
mass of Canadians value the privilege of being British subjects, and 
have no desire to see the ties of the Empire weakened. If we are not 
mistaken, there is a growing feeling that the loosening process has 
gone too far already, and a realisation that Canada’s best chance in 
the midst of a distracted world lies in the direction of a more closely 
knit Empire. 


Delegates to the British Commonwealth Relations Conference, 
meeting at Toronto, (remarked the Halifax Herald, an independent 
Conservative newspaper, in an article headed “ ‘Status,’ Again ”’) 
have been discussing the question, “Is the King one, or is he 
several ? ” In other words, “ Can the King be at war and at peace 
at the same time ? ” 

The Conference, we read, disposed of the question for the time 
being by referring it to a committee of lawyers. 

Toronto despatches containing a summary of the proceedings of 
the Conference go on to explain that : 


Under the new doctrine of equality of status of the Dominions 
with the United Kingdom, the problem of war and its possible 
effects on the Empire is regarded by the delegates as of vital 
importance. Some delegates took the view that the com- 
pletely self-governing nations of the Empire had really resolved 
themselves into six separate and independent kingdoms with a 
common sovereign and that the King’s acts as King of Canada 
need have no relations to his acts as King of the United Kingdom 
or of Australia. 


Thus, it is added, “ the King of Canada might declare war on a 
foreign Power, while the King of Australia remained friendly.” 

But why should this school of constitutional thought confine its 
suggestions to the declaration of war “on a foreign Power”? If, 
as they contend, the countries of the Empire have “ resolved them- 
selves into six separate and independent kingdoms,” then, reductio 
ad absurdum, the King of Canada would be quite able to declare war 
on the King of Australia, or the King of New Zealand would have the 
power to declare war on the King of the United Kingdom. 

It is becoming increasingly difficult for the average person to 
follow the reasoning of certain types of the “ constitutional mind.” 
And despite all that constitutional experts may say about it, there 
is no equality of status as between the Dominions and the Mother 
Country—not even under the provisions of the Statute of West- 
minster. 
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The Toronto Saturday Night (Independent), in an article 


entitled “‘ The War Power Question,” expressed a different 
standpoint : 


Ever since the Hart House Conference (it said) we have been 
deluged with letters from readers—in spite of the fact that we do 
not make a practice of printing letters from readers—denouncing 
one or other of the “ attitudes ” expressed at that Conference on the 
subject of Canada and war. The majority of these express strong 
disapproval of both the Leaguist attitude and the Monroe Doctrine 
attitude, and their writers appear entirely satisfied with the pre- 
1914 system under which, whenever the Parliament of the United 
Kingdom declared war, the Dominions were automatically in a 
state of war. This simple and easily comprehensible system worked 
very well for a long time (partly because the Dominions did not have 
to spend any money on most of the wars declared by the Parliament 
of the United Kingdom, and therefore did not mind being in them), 
and is presumably the system which theoretically at all events is 
working to-day. But it is a little too simple to last for ever. 

For one thing it involves a complete negation of responsibility by 
Canadians for all serious questions of external policy. The motto, 
** My country right or wrong,” is open to criticism, but the posses- 
sive pronoun at least implies a recognition of responsibility, of the 
citizen’s duty to share in the determination of national policy. The 
motto, “ Somebody else’s country right or wrong,” is fundamentally 
immoral, being an acceptance of complete irresponsibility in the most 
important sphere of national action, and it is the real motto of all 
those who tell us that Canadians must now and always and auto- 
matically be committed to war and peace on the strength of a vote of 
the House of Commons at Westminster. 


It was observed on an earlier page that the Conference 
took Canada by surprise. Canadians who had already 
reached maturity at the end of the war were inclined when 
peace returned to feel that they could now apply their 
minds for a time to the urgent problems of economic restora- 
tion. What with the years of readjustment, the boom of 
1925-1929, and the subsequent depression, most of us, not- 
withstanding a growing sense of the importance to Canada 
of European tranquillity, have concentrated on our own 
domestic problems. Even those who might normally be 
expected to take an interest in international affairs, and who 
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before the war would have been anxiously concerned about 
imperial relations, have failed on the whole in these last 
years to give any serious or continuous attention to impor- 
tant Empire matters and international relationships. This 
is also true of those in public life. 

The Conference did a good deal to stir people up to 
grapple once more with the problem of our external 
relations. It is perhaps unfortunate that much of the dis- 
cussion centred around the British navy, as this tended to 
accentuate differences of opinion. Australians and New 
Zealanders—not merely the intelligentsia but the man in 
the street—one imagines, live day by day in the conscious- 
ness of the fact that their daily life depends on the strength 
and efficiency of the British navy; but they should not 
expect us in Canada to have this feeling in the same vivid 
form. Living on the North American continent in juxta- 
position to the United States has inevitably had its effect 
on our minds. This is not to say that what the Saturday 
Night calls the “ Monroe Doctrine” attitude* represents 
any important section of Canadian opinion. The writer 
believes that there is no doubt that this view, though 
expressed by men of high quality, whose reaction from the 
sentimental imperialist point of view cannot be wondered at, 
is foreign to the man in the street, first because it repre- 
sents an over-intellectualised attitude, and second, because, 
however little its exponents may so intend, it depicts 
Canadians as rather suspicious and ungenerous people, 
which is far indeed from their true nature. To say, as one 
delegate did, that Canadian officers should not go to 
British Staff Colleges and that the Canadian Chiefs of Staff 
should not confer with the British War Office because 
such action implies that Great Britain and Canada have a 
defensive alliance which is not accepted by the people of 
Canada, is to say something which is meaningless and unreal 
to the man in the street. He would feel that if and when the 


*The assumption that in view of this doctrine Canada need not be 
concerned about external dangers, 
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time comes when we shall have to assume the responsi- 
bility of going to war the natural way is for us to co-operate 
as a part of the Empire. 

Notwithstanding the statement in the Toronto Saturday 
Night, that the majority of its correspondents “ appear 
entirely satisfied with the pre-1914 system under which 
whenever the Parliament of the United Kingdom declared 
war the Dominions were automatically in a state of war,” it 
is probably safe to say that the number of those who take 
this simple view is on the decrease. ‘ Somebody else’s 
country right or wrong” will not be a permanently satis- 
factory working rule. 

The great contribution that the Conference made to 
Canadian thought was to make much more real, to a certain 
number at any rate, our international responsibilities. 
Notwithstanding some rather naive “ boys-of-the-bulldog- 
breed ” talk at the Conference, the all-important fact is that 
there was unanimous approval of the principle that the 
only war in which members of the Empire could be expected 
to engage was a collective war or a League war. 

If, as one hopes, the result of the Conference is to make 
people think seriously on these momentous and immediate 
questions (how immediate we know much better now than 
we did even a month ago when the Conference adjourned) 
it will have served a most useful purpose. Thoughtful 
people, who, after all, even in a democracy, will count in 
the long run, are certainly not members of the imperialistic 
school any more than they are of the “ Monroe Doctrine ” 
school. They recognise their responsibility as well as their 
rights in the Empire (the “ Monroe Doctrine ” exponents 
incidentally are as keen as anyone on their “ rights” as 
British citizens, which mean so much to Canadians as 
soon as they step out of Canada, and particularly as soon 
as they step off the North American continent). 

It is their view that the participation of Canada 
in any war should come only as the result of a definite 
assumption of responsibility on our own part. On the 
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other hand they recognise that our natural avenue of 
co-operation in time of war is as a member of the Empire, 
and desiring, as they do, to co-operate in peace time as 
well, they wish to include in that co-operation con- 
sultation as to what military measures are to be taken in 
the event of war. 


Canada, 
October, 1933. 





AUSTRALIA: THE BRITISH 
SETTLERS IN VICTORIA 


HE source of this trouble can be traced to those years 

just after the war when imperial sentiment not only 
smouldered but flamed in the minds of many political 
leaders. Unemployment had by then made itself felt in 
Great Britain, but the world was still very short of reserves 
of raw materials, and primary production was, in general, 
reasonably remunerative. Very few observers then had 
any substantial doubts that the world would be able to 
continue to absorb the products of the land in increasing 
volume. Serious economic studies of agricultural enter- 
prise were rare in most parts of the Empire, particularly 
in Australia. The minds of politicians were more impressed 
by the vast potentialities of the wide open spaces than by 
the economic difficulties of their development. Even the 
judgment of those officers particularly concerned with land 
settlement was somewhat clouded by the prosperity which 
high prices had brought to many rural districts. In these 
circumstances it was quite natural that some attempt 
should be made to stimulate migration and thus assist in a 
redistribution of population. 

In 1921 the Commonwealth and the States had agreed 
to co-operate in the matter of migration. From 1922 
onwards various agreements dealing with migration were 
made between Victoria and the Commonwealth and 
between the Commonwealth and Great Britain. The 
State was to settle the migrants, using loan money raised 
by the Commonwealth, while Great Britain subsidised 
the movement and otherwise assisted it. The selection 
of the settlers in England was under the control of the 
Agent-General for Victoria. 
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Between 1923 and 1928 about 800 approved migrants 
arrived in Victoria under the scheme. About 440 of them 
took up land in various parts of the State. Some engaged 
in wheat growing, others in the production of dried fruits 
or fruits for canning, some in dairying; some were settled 
in irrigation areas, and some were not. 

During the ensuing years many of the settlers found 
themselves unable to make a success of their farming 
ventures. ‘Those who were growing wheat encountered 
a series of very dry seasons, and in some cases the prices 
of the commodities produced fell. But apart from such 
general troubles many came to the conclusion that they 
had been deceived and unfairly treated by the authorities 
responsible for the migration scheme. As time advanced 
they became clamorous. Simultaneously, in many districts 
of the State the returned Australian soldiers were equally 
dissatisfied with the circumstances in which they found 
themselves from 1928 onwards; and it is highly probable 
that the latter groups provided a considerable stimulus 
to the former. Although there was a good deal of dis- 
content in some rural areas, there is no justification 
whatever for the idea that the men were starving. Sus- 
tenance has not been denied by the Government to any 
settler who has not been guilty of definite malpractices, 
or who could not support himself or his family from other 
sources. Nor were there any untoward incidents ; common 
sense prevailed throughout. 

After a certain amount of pressure by the representatives 
of the British Government, the Victorian Government 
agreed to an impartial inquiry, and in December, 1930, 
they appointed a Royal Commission to inquire into the 
matter. The cost of this Commission was shared between 
the British, Federal and State Governments. The Com- 
mission reported in March, 1933. It found that “the 
expectations of intending settlers were almost certain 
to be unduly inflated” by “turgid panegyrics of farming 
conditions in Victoria—somewhat like the salesmen’s 
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puffing generalities which most people have learned to 
discount largely when not uttered on behalf of Govern- 
ments.” The fundamental point in the settlers’ case must, 
therefore, be taken as proved. ‘The Commission con- 
sidered that “the Government of the State, by reason 
of its obligations to a complainant arising out of or under 
the agreement, was bound to offer him suitable blocks for 
settlement if he so required,” and further that the State 
should not have undertaken the obligations if land of 
suitable productivity and nature were not available. 

As regards the actual farms allotted to these men, the 
Royal Commission considered that “the State was not 
entitled to place such persons anywhere without informa- 
tion justifying the assurance that, on the average, the 
seasons would be such as to make likely for the settler 
the achievements indicated.” It was also urged that the 
particular blocks were specially unsuitable. In regard to 
one district the Commission reported as follows: “ Making 
all allowances we think that the State should not have 
allowed migrants, to whom it owed a special obligation of 
protection, to be settled on the blocks allocated to the 
complainants.” And, what is more serious, “in general 
it appears that owing to the competition for blocks by 
Australians, who received preference because of their 
experience, the migrants were placed on inferior or more 
remote blocks.” ‘The Commission also considered that 
the instructional services provided were “not sufficient 
to be a complete fulfilment of the State Government’s 
obligations arising out of . . . the agreements.” 

Falling prices doubtless aggravated the trouble to some 
extent, but it is significant that the complaints originated 
before the depression had become at all acute. On this 
matter the opinion of the Commissioners was that 


The State Government . . . being a planner of land settlement, 
with the obligations to the complainants . . . could not reason- 
ably assume that the then existing prices of farm products would 
continue. It should have anticipated that a considerable reversion 
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towards pre-war prices would probably happen, and have allocated 
blocks accordingly. ‘To anticipate this reversion was the only safe 
course, and was suggested at the time by some people, including 
a writer in one of the State Government’s own publications. 


The Commissioners reported that “although the com- 
plainants may have no rights under the agreements enforce- 
able in law, there are special circumstances . . . which give 
them a just claim upon the State.” Neither the Victorian 
Government nor the press suggested that that just claim 
should be overlooked, but manifestly the situation was too 
involved for immediate definitive action. 

The settlers began an intensive propaganda campaign 
in the press both in Great Britain and in Victoria. Numer- 
ous references which did less than justice to the Victorian 
attitude were made in the House of Commons. The 
settlers were insistent on the responsibility of all three 
Governments, inasmuch as all three had sponsored the 
scheme in one way or another. It is certain that the plan 
was given fairly wide publicity in England by responsible 
persons not directly connected with Australia, but this 
publicity was based on the assumption that the statements 
issued by the Victorian Government were as good in fact 
as they almost certainly were in faith. If the British 
Government were to be held responsible they were only 
so because they had been misled by the Victorian Govern- 
ment. In the House of Commons Mr. J. H. Thomas 
denied the liability of Great Britain, which Mr. Maxton 
alleged existed. The liability of the Commonwealth is 
more definite. Its political leaders had been urging a 
policy of Empire development. It had agreed to co-operate 
in the settlement of migrants. Some of its political leaders, 
when in Great Britain, had acclaimed the scheme. The 
Government should have been in a position to estimate the 
soundness of the Victorian proposals. Later it appointed 
the Development and Migration Commission, which had 
as one of its main duties the examination of schemes for 
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ledgment of liability. On July 27, the Commonwealth 
Government refused to accept any liability ; later, however, 
it agreed to the appointment of a judge of the New South 
Wales Supreme Court to act as arbitrator between itself 
and the Victorian Government. 

Meanwhile discussions as to means of meeting the 
position took place between the State and Federal Govern- 
ments. At these discussions the representative of the 
British Government was present in order that whatever 
was decided might have the approval of the British 
Government. 

On August 15 the Premier announced that an agreement 
as regards the basis of adjustment and compensation to the 
settlers had been reached. Under this agreement an 
independent assessor is to be appointed. Settlers who have 
left, or want to leave, or who in the opinion of the assessor 
ought to leave their blocks are to be given a cash payment of 
between {200and {500 each; further, their liabilities to the 
State and to local authorities are to be cancelled, their farms 
reverting to the State. Settlers who want to remain, and 
ought to remain, as farmers are to have enlarged areas or 
new farms allotted to them where practicable. They are 
also to receive the benefits of various other concessions 
which are available to other settlers at the present time. 
They are to receive a benefit, partly in cash and partly in 
reduction of their liabilities, equivalent to what they 
would have received if they had vacated their blocks. 

The settlement has been denounced by some of the 
settlers, but its terms strike the independent observer as 
being an honest attempt to remedy the results of a most 
unfortunate lapse of judgment. Those who have endeav- 
oured to depict the Government as callous and unsym- 
pathetic are not in touch with the realities of the position. 
It seems likely that the majority of the men will elect to 
stay on their blocks when the adjustments are made. 

Parliament has not yet passed the legislation necessary 
to give effect to the settlement, and there is little doubt 
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that any attempt to agitate for more favourable conditions 
might result in the settlers’ obtaining their bare legal rights, 
which are probably negligible. So far the attitude of the 
Victorian press has been reasonable and restrained, but ill- 
directed agitation by the migrants might well lead to a rapid 
change in the feeling of the people as a whole. 

The State is facing a most difficult position in respect of 
its closer settlement policy. The depression has accentu- 
ated that difficulty. The administrative heads of the two 
departments most concerned with these activities have both 
died during the last three years, and the whole system of the 
administration of closer settlement is undergoing recon- 
struction. ‘The last few years have seen a slight change of 
attitude on the part of some of the public towards the land. 
Many now realise that land settlement is bound to be com- 
mercially unsuccessful except at times when the prices of 
commodities are progressively rising—unsuccessful, that is, 
if judged from the same standpoint as industrial enterprise, 
inasmuch as it would be unable to yield interest at normal 
rates and to pay the basic wage. It is ridiculous to guar- 
antee the basic wage to settlers, who in normal times can 
no more expect to earn it during their early pioneering 
years than could their predecessors of fifty years ago. A 
closer study of the technicalities of the agricultural problem 
in new districts will well repay a considerable outlay, and 
it is receiving some attention in a few, but very few, 
quarters. In the past, Victoria has in many cases provided 
roads, a water supply and railways into the district before 
or soon after settlement. Research stations have usually 
been set up at a much later date—sometimes for the purpose 
of trying to clear up the mess. . 


Australia. 
October, 1933. 





NEW ZEALAND 


I. Centra, Banxinc anp ExcHANGE 


OPES that a speedy solution of the economic difficul- 

ties under which the world is labouring would be 
found by the Economic Conference have been disappointed, 
but on the whole New Zealand has taken philosophically 
the breakdown of the Conference, whether it be permanent 
or temporary. Mr. Forbes, the Prime Minister, and Mr. 
Masters, the Minister for Education, who represented 
New Zealand at the Conference, returned on September 18. 
It was not expected that there would be much more to 
tell us of the proceedings and the results than had already 
appeared in the daily press, though doubtless attendance 
at the Conference would have enabled delegates to view 
the difficulties of their respective countries in their true 
proportion, an advantage which was recognised by the 
Prime Minister at a citizens’ welcome to the delegation, 
presided over by the mayor of Wellington. 


In listening to the statements of their economic difficulties 
submitted by the delegates from the various countries (said Mr. 
Forbes), one cannot help being impressed by the similarity of their 
troubles, whatever difference there was being one of degree only. 
If there could be any consolation in the fact that in comparison 
our troubles in New Zealand were light, that consolation was amply 
provided by these statements. 


Australian visitors to New Zealand have remarked that 
New Zealanders seem unduly oppressed by the depression, 
and certainly there has been considerable anxiety lest our 
remedial measures should havecut away the moral foundation 
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of our business life. Reflection on the timely words of the 
Prime Minister may assist to restore our somewhat distorted 
perspective. He expressed his sense of the value of the 
opportunity he had had of discussing matters affecting 
Empire trade and finance with British Ministers and 
economists. He described the commanding influence of the 
British delegation at the Conference, and he summed up 
his impression of Great Britain in a world of economic 
chaos in these words : 


When everything in other countries seemed to be on shifting 
sands, British institutions stood as solid as a rock. There was no 
doubt that Britain was the most solid nation in the world. For 
centuries she had been the financial centre of the world, and the 
reason for this was to be found in the character of the British people, 
who had been responsible for her financial policy. For this reason 
she would remain the financial centre of the world. 


Mr. Forbes’s appreciative reference to British stability 
had hardly been made when news arrived, on September 22, 
of commendation by London authorities of the manner in 
which our own finances had been handled. This is likely 
to have considerable effect upon the fortunes of the 
Government, and in particular upon the mana of the 
Minister of Finance. The cable in question quotes the 
following words from an editorial in The Times : 


Meanwhile it is satisfactory to note that the finances of New 
Zealand are showing definite signs of recovery. ... Negotiations 
are proceeding for the conversion of the {5,000,000 loan in London 
which matures early next year, and there need be no fear that 
New Zealand will be robbed of the fruits of the cautious and respon- 
sible financial policy which she has pursued, in spite of recent 
difficulties, for so many years. The credit of New Zealand deservedly 
stands high in the London market, and it would certainly be a pity 
if any acute controversy over the reserve bank measure, which has 
been framed in accordance with the best expert advice, were 
permitted to impair her excellent financial reputation.* 


A tribute from such a source to our credit and to the way 


* The Times, September 21, 1933. 
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in which our financial position is being handled is very 
welcome at this juncture. It is only natural that public 
opinion should be apprehensive of novel legislative efforts 
to meet the position. At so great a distance from the centre 
of things, it is idle to expect public opinion to be well 
informed, or other than doubtful about the ability of its 
government to deal with complex economic questions 
outside the range of its experience. As a result, a demand 
has arisen for informed opinion from such parts of the 
British Empire, especially Great Britain, as have already 
had to deal with similar issues, or have been accustomed to 
cope with economic problems in a larger sphere. Partisan 
interests have resorted to leading economists outside New 
Zealand to support their contentions. In some cases the 
value of such opinion has been impaired by doubt as to 
whether a full and impartial survey of the essential factors 
has been presented. 

Mr. J. G. Coates, the Minister of Finance, has adopted 
two main planks for his policy. He has fixed the exchange 
premium on sterling at 25 per cent. and he has proposed 
the institution of a central bank. In both proposals he 
has been accused of forcing his policy upon a somewhat 
reluctant Cabinet. The Government’s determination to 
raise the rate of exchange led to the resignation of Mr. 
Downie Stewart, the former Minister of Finance, and those 
who had faith in him as a safe guardian of the country’s 
finances have not shown themselves ready to extend the 
same confidence to his successor. The Bank of New Zealand 
has publicly condemned the central bank proposals, 
and the other banks, with one exception, have allowed 
the public to believe that they do not approve of them. 
Opponents of the fixed rate of exchange, led by the New 
Zealand Importers Association and supported by many 
chambers of commerce, have persistently demanded that 
the exchange should be allowed to find its natural level. 
The pros and cons have been daily argued in the press. 
It has been claimed that in British eyes the Government 
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has not only broken the spirit of the Ottawa agreements, 
but has also seriously damaged New Zealand’s credit in 
London. According to this side of the controversy, the 
British demand for the imposition of a quota on our butter 
was instigated by the British farmers’ resentment at the 
raising of the rate of exchange. The Labour party has 
announced its opposition to both measures ; to the high rate 
of exchange on the ground that it increases the cost of 
living; to the central bank proposal on the ground that 
it removes from Parliament the control of the country’s 
currency. 

In the absence of the Prime Minister in London, the 
Minister of Finance has had to answer these criticisms. 
His answers have been uncompromisingly direct and have 
shown that the Government is not to be deflected from the 
course it has decided upon, that it will persevere with its 
central bank proposals and will not lower the rate of exchange 
until the increase in export prices is sufficiently high to 
admit of a gradual reduction. 

Both questions were expected to play their part in a 
bye-election for the Lyttelton seat, rendered necessary by 
the death of the sitting member, Mr. J. McCombs. Mr. 
McCombs had held the seat for twenty years in the Labour 
interest. He was a prominent member of the Labour 
party, and an able parliamentarian. His widow was 
selected to succeed him as the Labour candidate for the 
seat. The Coalition party selected, as their candidate, 
Mr. F. W. Freeman, who opposed Mr. McCombs at the last 
general election in the interests of the Reform party. An 
independent Labour candidate, Mr. E. L. Hills, also stood. 
At the last general election Mr. McCombs was returned with 
a majority of 32 over Mr. Freeman. At the election held 
on September 13 Mrs. McCombs was returned with a 
majority of 2,600. Mrs. McCombs thus becomes the first 
woman to be elected to the New Zealand Parliament, and 
her success is acclaimedjby women’s organisations through- 
out the Dominion. New Zealand, the first country in the 
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British Empire to grant women the right of election, has 
proved, as it has turned out, one of the last actually to return 
a woman to Parliament. The Labour party have claimed the 
victory of their candidate as a vote of no-confidence in the 
Government. Supporters of the Government are surprised, 
not so much at the large vote polled by Mrs. McCombs, to 
which many easily understandable factors contributed, as at 
the fall in the vote accorded to Mr. Freeman compared 
with the last general election. The result cannot be put 
down to a lack of effort on the part of the Coalition candi- 
date. Not only the leaders and members of the Labour 
party took part in the campaign, but also many members 
of Parliament belonging to the Coalition party, including 
Mr. Coates himself, the acting Prime Minister, and Mr, 
Ransom, the Minister of Lands. To some extent the fall 
in the Government vote must be attributed to the high 
exchange policy. Opponents of these measures regarded 
the result as a clear indication to the Government that it 
must change its policy. Disheartened by their failure to 
convert the Minister of Finance to their views, they trusted 
to being able to convert the Prime Minister. They assumed 
that he would have heard so much criticism of the high 
exchange and central bank policy in London that he would 
come back prepared to consider a change of policy, and that 
the result of the Lyttelton bye-election would be sufficient 
to convince him that, if he wants to remain in office, the 
Government’s policy on these issues must be changed. 
Mr. Forbes’s statements are quite definite enough to dash 
these hopes to the ground. 

According to him English expert and banking opinion 
was agreed that in the circumstances, as far as they 
could see, the New Zealand Government could not 
have avoided raising the rate of exchange, and bankers 
had advised him to be in no hurry to lower it. There 
was no present intention, he added, of lowering the 
rate of exchange, and when the time came to lower 
it, it would be done gradually as increases in the prices 

235 





New Zealand 
of our exports justified it. In regard to central banking, 
he said : 


The universal opinion was that the necessity of a central bank as 
part of the financial machinery of a country admitted of no argument, 
and that the unsettled state of currencies and exchanges throughout 
the world made its functions more than ever necessary. 


Fortified with these opinions, the Prime Minister will 
clearly make no attempt to change the policy of the Govern- 
ment so far as exchange or central banking is concerned. 

In its editorial of September 21 The Times dealt with 
New Zealand’s proposal to establish a reserve bank and 
denounced the objection, raised by the Bank of New Zealand, 
that such a bank would subject New Zealand’s monetary 
policy to British dictation. 


There has been a feeling in certain quarters (it said) that the crea- 
tion of a reserve bank has to some extent been inspired by a desire 
on the part of the British monetary authorities to dictate to New 
Zealand in matters of monetary policy. Nothing, in fact, could be 
further from the truth. The creation of a central bank, which has 
everywhere been recognised as the symbol of financial maturity, is, 
on the contrary, the surest guarantee of independence, and from the 
business point of view has the undeniable advantage of centralising 
the cash resources of a country in such a way as to render them most 
easily available in times of need.* 


On September 8 the Minister of Finance had published a 
comprehensive survey of the advantages and functions of a 
reserve bank.t In it he dealt with current published 
criticisms, and set out the functions and conditions of a 
central bank as summarised by Sir Ernest Harvey, Director 
of the Bank of England, when he visited Australia in 1927. 
It is the Minister’s contention that a central bank will pro- 
mote stability and result in cheaper money. He disposes 
of the criticism that vested interests will control the bank by 
pointing out that provisions in the Bill would effectively 


* The Times, September 21, 1933. 
t The Dominion, September 8, 1933. 
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prevent any one section of the community from dominating 
the policy of the board of directors,* and he describes as 
fallacious the contention of the Bank of New Zealand that 
the proposal means placing the control of our currency 
under the domination of the Bank of England. The main 
purpose of the Minister has been to remove misunderstand- 
ing of the functions of a central bank and to dispose of the 
idea that the policy of such a bank would be subject to 


government control and interference. 


It is really (says the Minister) a national institution set up to main- 
tain the stability of the currency, and carry into effect the monetary 
policy as determined by Parliament. This is its real function, and, 
to ensure that it acts solely in the best interests of the country, 
the reserve bank, in the absence of binding traditions (which 
obviously could only be acquired over a long period), is hedged round 
with various stringent restrictions designed to keep it free from other 
interests and any bias or influences other than economic con- 
siderations. 


Press comment has been favourable both in England and in 
New Zealand. 

The recent rise in export prices seems to mark the 
end of a period, and the central bank Bill seems to be the 
last piece of major legislation that the Government has in 
contemplation to meet the economic crisis. It has 
announced its intention of passing the Bill during the 
present session. 

Opposition to the high exchange policy cannot be ex- 
pected to cease, but the spokesmen of that opposition will 
have to rely on grounds other than that which probably 
did most damage to the Government, namely, the effect of 
the policy on English financial opinion. Supporters of the 
Government in Parliament, on the other hand, will feel that 
their confidence in the Minister of Finance has been justified. 
Public opinion seems, indeed, to be now prepared to give 

* The position resulting from amendments in Committee now is that 
the Government is to appoint three directors, and the shareholders are 


to elect four, the governor and deputy-governor being appointed by the 
Governor-General in Council on the recommendation of the Board.— Editor. 
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calmer consideration to the record of the conduct of affairs 
by the Government and Parliament during three of the 
most difficult years in our history. As was to be expected, 
novel and disturbing legislation has subjected the Govern- 
ment to constant criticism, and conservative opinion has 
felt the greatest possible anxiety as to the ultimate results 
of the interference with contract effected by the Mortgagors 
Relief Acts and the National Expenditure Adjustment Acts. 
The ability of Parliament to deal with economic matters 
has been called in question, and we have had in New Zealand 
the same demand for changes in our system of government 
as has been raised in other countries. On the whole, how- 
ever, it is doubtful whether sane opinion has had any real 
belief in the value of the nostrums put forward. It is by no 
means inconceivable that in the eye of history the Govern- 
ment and their supporters will emerge from difficulties, as 
great as any other Government and Parliament in New 
Zealand have had to face, with a reputation for steadiness, 
courage and vision, equal to that of any of their predecessors. 


II. UnemPployMENT 


OMPARATIVE studies of the methods devised in 

various countries to deal with unemployment are apt 
to be misleading in so far as the success or failure of those 
methods is inferred from the increase or decrease in the 
number registered as unemployed. 

The publication of the number of those to whom one or 
other of the New Zealand plans for employment applies as 
the total of the unemployed is misleading, inasmuch as out 
of that number a large proportion are wholly employed, 
and the remainder partially employed. The latest regis- 
trations of so-called unemployed published in the daily press 
show that a peak figure of 78,627 has been reached. If this 
meant that out of a population of approximately 14 millions, 
78,627 people were without employment of any kind, the 
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position of unemployment in New Zealand would not 
compare with the position in some other countries as 
favourably as it is entitled to do. 

The policy in New Zealand is to find employment and 
to see that the best possible remuneration is given for the 
work done, as opposed to the policy of paying cash without 
a labour equivalent. Our policy is thus based on a con- 
ception of moral principle as well as on economic necessity, 
to the end that while the necessities of life are provided, 
idleness shall not be allowed to sap the intellectual and 
physical vigour of the individual. 

The administration of employment schemes is conducted 
through the Unemployment Board, which opens bureaux 
where all those in search of employment, whether they are 
in partial employment or not, can register. From the 
outset, the list of unemployed contains numbers who, while 
not wholly employed, can obtain partial employment or 
have means on which they can maintain themselves. This 
is a factor of which account must always be taken in a final 
analysis of the figures. ‘,The number now on the register 
not at present eligible for relief is 4,517. The first simple 
duty of the Board is to place employees wanting work with 
employers wanting workmen. This function, which is an 
expedient for normal times and not a part of the special 
procedure designed to deal with unemployment caused by 
the depression, is at present practically dormant. The 
Board to-day functions by : 


(a) Subsidising the wages in certain primary and secondary 
industries in cases where the provision of the subsidies to agricultural 
or industrial work will involve the employment of a certain number 
of men. 


(b) Indirectly acting as the employer of men in various industries. 


Where employment is given under these schemes it is full- 
time employment. 
Of the present total (78,627) of registered unemployed, 
24,811 are now employed in this manner. The following is 
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a broad analysis of the numbers so engaged on different 
classes of work : 


On private farms Ks e a er s -. 9,867 
Single men :— 
In land improvement and development .. 
Highways and backblocks roads 
Afforestation 7 
45379 
Public works (married men) .. Hs as 7 a, RR? 


Building 4,595 
Gold prospecting 3,852 


Miscellaneous (subsidised employment) e “i i 110 


Total.. a ¥ ce -4 .+ 24,811 


Where subsidies to wages are given, the object of the 
Board is to ensure to the worker the customary, or award, 
rate of wage that rules at the time for that occupation. The 
subsidy paid by the Board is the sum necessary to bring the 
wages paid by the owner up to that normally paid for the 
class of work undertaken. For example, under the building 
subsidy scheme, the Board offers a subsidy of one-third of 
the direct wages expended on the building as an inducement 
to the owner to undertake the work, and to find work for 
labour ; in farm development work, under what is known 
in New Zealand as the 4B scheme, where the contract 
has been approved by the Inspector of the Agricultural 
Department, the Unemployment Board pays a subsidy 
amounting to half the wages-cost of development con- 
tracts arranged between farmers and groups of unem- 
ployed workers. 

Gold prospecting is encouraged by giving unemployed 
who want to engage in this occupation a sustenance allow- 
ance of 30s. a week in the case of married men, and I§s. a 
week in the case of single men. If gold is obtained the 
allowances so given are recoverable by means of a levy of 
Io per cent. on gold deposited with the banks. Subject to 


this levy, any gold won belongs to the prospector. 
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The records of the Unemployment Board show that 
works undertaken under these schemes during the twelve 
months of 1932 included many valuable road construction 
schemes and improvements, and the construction and 
development of parks and reserves in closely populated 
areas. In country districts 250 miles of dray roads were 
built, widened or metalled; 1,000 feet of bridges and 
culverts were constructed ; 2,300 acres of land were stumped 
and logged up. A further 45,000 acres were cleared of 
scrub, and 2,300 acres of bush were felled. In addition, 
drains of a total length of 156 miles were improved or newly 
dug; 85 miles of fencing was erected; 70 acres of willow 
tree obstructions were cleared from stream and river beds ; 
10,000 cubic yards of stop-banking was carried out in one 
area, and in another, where the work was measured by 
distance, it totalled eleven miles ; 170 acres of trees were 
planted, quite apart from the more extensive scale on which 
similar work has been carried out by the State forest service 
by means of subsidised unemployed labour ; 130 acres of 
sand-dunes were also reclaimed; noxious weeds were 
cleared from 4,900 acres of farm lands and from 700 miles 
of roadside; and 30,000 cubic yards of boulders were 
cleared from farm lands. 

The work done under these schemes, the recital of which 
is by no means complete, is all valuable to the country. Its 
economic value lends considerable credibility to the claim 
of the Minister of Labour, that from the Board’s expendi- 
ture of some {4 million in 1932, the country has been 
supplied with assets to the value of {2 million. 

The case of the unemployed for whom no place can be 
found in any of the subsidised schemes—amounting to 
49,299, according to the latest figures—is met by a scheme 
under which partial employment, and sometimes whole- 
time employment, is given to them by local bodies through- 
out the country on local public works ; the local bodies 
receiving direct grants of money from the Unemployment 
Board, which enable them to perform this service. The rate 
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of pay for workers so employed is determined according to 
the following classification : 
Maximum 
pay per 
week. 
(a) Single men without dependents . . +s “fF +" 15s. 
(6) Man and wife only. . 4 8 we vi ae 
(c) Man, wife and one child .. = is oh ca * 
(d) Man, wife and two children 53 a 2 35s. 
(e) Man, wife and three or more children .. a ‘<, Sane 


The nature of the work undertaken by the local bodies is 
very varied, and unquestionably in the past some of it has 
been of no great economic value to the country. The 
Unemployment Board takes the view that local bodies 
should be able to show a valuable return for the grants 
given them, and it is to be expected that in their own 
interests local bodies will in future take greater care to 
see that this is done. The claim of the Minister that the 
country, as a whole, is recouped to the extent of approxi- 
mately half its outlay, by means of assets arising out of its 
expenditure, has been criticised on the ground that the 
work done, being necessary for the development of the 
country, should be paid for at award rates throughout. The 
answer of the Minister is that in so far as the work is done 
under the subsidised schemes, the wages paid are based 
on present ruling prices for the same class of work ; in the 
case of work undertaken by local bodies the answer is that, 
however necessary it may be, it could not, at present, be 
carried out except by means of a borrowing policy in which 
the country is not in a position to indulge. 

On the whole, the Unemployment Board can claim for 
its administration a large measure of success, and can 
point to a maintenance of economic and moral values which 
it would be hard to maintain under a “ dole” policy. The 
members of the Unemployment Board are entitled to great 
praise for the energy, industry and initiative they have 
displayed. 

It is encouraging to find that there are grounds upon 
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which the Minister can sustain his claim that the unem- 
ployment tax, which amounts to such a large annual sum, 
and is drawn from all classes of the community, is to some 
extent increasing the national assets. If this claim can be 
established, the continuance of the present tax will be 
more readily accepted by the public. The Minister in charge 
of unemployment (Mr. Adam Hamilton) has shown marked 
aptitude for the work of his Department. His sympathy 
and understanding, coupled with his realisation of the 
necessities of the economic situation, have obtained for his 
administration of this very difficult problem an unusual 
degree of confidence. 


III. Lonpon Interest on Locat Loans 


HE decision of the Court of Appeal in England in 
The Broken Hill Proprietary Company Limited v. 
Latham and Others, delivered on December 19, 1932, 


has unfortunately raised the question whether the con- 
tracts of local bodies in New Zealand, who have raised 
money in London, are to be performed by payment of 
interest in sterling or in New Zealand currency. With 
the premium on sterling at 25 per cent., the question has 
assumed great importance. In the Broken Hill case the 
Court of Appeal held that where the debenture-holders of 
an Australian company had an option to require payment 
in Australia or in London, and where the option to require 
payment in London was exercised, the redemption and 
payment of interest on the debentures should be made in 
Australian currency converted into sterling at the rate of 
exchange current in London on the due date for payment 
thereof. The judgment was a majority judgment of Lord 
Justices Lawrence and Romer, Lord Hanworth, Master of 
the Rolls, dissenting. ‘The judgment reversed the decision 
of Mr. Justice Maugham, the Judge in the Court of first 
instance. 
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Local authorities, whose debentures have been sub- 
scribed in London, and contain a similar option as to pay- 
ment in New Zealand or London, have been advised by 
their solicitors that, in view of this decision, a payment of 
interest in other than New Zealand currency would be 
illegal, and that members of a local body making such pay- 
ment in sterling would be personally liable for the difference 
between the amount in New Zealand currency and the 
amount in English currency. At the first intimation that 
New Zealand local bodies were bound to pay in New 
Zealand currency, London bondholders immediately pro- 
tested that they would regard payment in other currency 
than sterling as a breach of contract and a breach of faith. 
London opinion apparently did not appreciate that it was 
the decision of the English Court of Appeal that seemed 
to make such action necessary on the part of New Zealand 
local bodies. ‘The position was complicated by the fact that 
a great number of local body loans raised in London have 
been guaranteed by the Government, and by reason of 
that guarantee are listed as trustee securities. The 
Government have viewed the proposed action of local 
authorities to pay in New Zealand currency with 
alarm, fearing that New Zealand credit will be seri- 
ously threatened. 

The case of the Auckland Transport Board debentures 
was the first to bear on the issue. The Board itself was 
apparently of opinion that good faith with the bond- 
holders demanded payment in sterling. They were 
advised, however, that they could not legally pay in sterling. 
In this particular case the matter seems to have been dealt 
with by the promise of the Minister of Finance to introduce 
legislation protecting the members of local bodies, who, 
in such circumstances, should pay in sterling. The 
action of the Government in taking steps to see that our 
credit was maintained in these cases has been widely 
commended, and it has been the general view that, what- 
ever the legal obligation, the moral obligation is to pay in 
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sterling. The case of the Southland Power Board has now 
arisen, and has reached an acute stage. The Southland 
Power Board apparently take the view that their moral 
obligation does not exceed their legal obligation, and that 
if the legal obligation is to pay in New Zealand currency 
they can be expected to fulfil that obligation and no more. 
Their representatives have interviewed the Minister of 
Finance, who had intervened to the extent of advising the 
Southland Power Board that the Government deemed it 
necessary that, in order to preserve New Zealand’s credit 
in London, local bodies whose loans had been guaranteed 
by the Government should pay in sterling. The Minister 
intimated that if the Southland Power Board refused to 
pay in sterling, the Government would itself pay the 
difference between sterling and New Zealand currency, 
and would introduce legislation under which the Govern- 
ment could recover the amount so paid from the South- 
land Power Board. The Southland Power Board have 
resented these threats and have announced their determina- 
tion to pay in New Zealand currency. They are apparently 
fortified by the opinion of their local legal adviser, and also 
by that of Sir Gerald Hurst, K.C., who appeared for the 
debenture-holders in the Broken Hill case. 

The opposing views on the action of the Southland Power 
Board are fairly set out in two letters to the Evening Post, 
both headed “ Law and Morality,” the first of which 
appeared on September 22, and the second on September 26, 
the second being an answer to the first. The first is from 
the solicitor advising the Southland Electric Power Board. 
The writer states that the Power Board is advised, both in 
England and in New Zealand, that the principles laid down 
in the Australian case apply to the Southland Power Board 
loan, and that the interest is payable in New Zealand 
currency. 


This (he says) seems to be accepted as the legal position, and it is 


not seriously suggested that in paying its interest in New Zealand 
currency the Board is not fully discharging its legal obligations. 
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He concludes his letter by saying : 


It is not, however, as I have said, a question of morality ; it is a 
question of law. But if moral issues are to be raised, then it can, 
I think, be demonstrated that not only the morality but the justice 
of the matter is all in favour of the Board. 


The second letter, which is written anonymously, makes 
it plain that there are factors in the case of the Southland 
Power Board which distinguish it from the Broken Hill 
case, and that all the factors necessary to determine whether 
the Broken Hill case governs the Southland Power Board 
case have not been published. The writer of the letter, 
from facts not stated but obviously in his possession, says : 

The borrowing and lending contract was made in England and 
the money was paid over in England, and the parties to the contract 
must both have known it was English money (stefling) that changed 
hands at the time. Any exchange difference as between the English 
pound and the New Zealand pound, whether favourable or other- 
wise to the Southland Electric Power Board at the time, would be 
entirely at the risk of the borrower, and the ruling rate of exchange 
between England and New Zealand, even if at parity (which it was 
not), would not come into the transaction, as it was an English 
contract made in London. 

The fact that an extraordinary decision has been given by the 
second highest Court of the Empire on a somewhat similar case 
between Australian borrowers and English lenders, does not settle 
even the legal aspect of the matter, and certainly does not settle 
the moral. 


It appears that the opinion expressed in this extract is 
that generally held by the press in New Zealand, and is 
probably the view held by the Minister of Finance. The 
Government has to consider the question from a somewhat 
more general point of view than that of the Southland 
Power Board. As guarantors of many local body loans, 
some of which are due shortly for renewal, it is vitally 
concerned that its credit as a whole should not be ques- 
tioned. The Government, again, when it borrows money 
in London, pays in English currency, and it takes the view 
that London lenders rightly believe that money advanced 
in London to the Government, or on Government guaran- 
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tee, will be repaid in sterling. The advantage of having 
local body loans listed as trustee securities is not to be 
abandoned lightly and is a matter of public concern. 
The view of the Government seems to be that it must 
intervene in the public interest, and from what has been 
said by the Minister of Finance, the decision in the Broken 
Hill case will not deter the Government from putting 
through legislation to ensure that local bodies pay in 
sterling. 


IV. DErence 


LTHOUGH comment on the discussions just con- 

cluded at Banff and Toronto on Pacific problems and 
imperial relations must be deferred till the return of our 
delegates, Mr. W. Downie Stewart, M.P., Mr. H. F. von 
Haast and Mr. W. Nash, M.P., the discussions on defence 
that have been reported in the cabled news, and the visit 
of the Australian fleet to New Zealand waters, have raised 
afresh the question of our defence forces. Competent 
military critics in New Zealand express the fear that our 
defence system will decay beyond repair if the activities 
which were stopped by the economic situation are 
allowed to remain dormant too long. A _ military 
authority is of opinion that the foundations upon which 
our whole system of military defence depends are beginning 
to crumble, and that the system is in danger of coming to 
exist only in the Statute Book. 

The commitments of the New Zealand Government, 
entered into at the Imperial Conferences of 1923, 1926 
and 1930, are, roughly, as follows :— 

(1) To maintain two cruisers (lent by the Admiralty). 

(2) To be entirely responsible for local defence, #.¢., mine-sweeping, 


anti-submarine patrol, coast watching, etc. 
(3) To pay £1,000,000 towards the cost of the Singapore base. 


In order to fulfil these commitments, a progressive pro- 

gramme of expenditure on stores, training, etc. (including 

the purchase of a second mine-sweeping vessel), necessary 
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for carrying out item (2), has been laid down. Owing, 
however, to the necessity for rigid economy, the Naval 
Board has agreed to a postponement of the progressive 
development of the scheme which should have taken place in 
accordance with the approved policy, and which would have 
involved an annual expenditure of approximately £565,000. 

Well-informed opinion in New Zealand holds the view 
that the commitments entered into at the Imperial Con- 
ferences ought to be carried out in full, and that expenditure 
should be correspondingly increased. A policy of marking 
time in the face of the present unrest in Europe, in the 
Far East, and in many other parts of the world, can only 
be justified by the most desperate financial situation. 

Of our military forces, the permanent staff is a small 
but very efficient service. So long as compulsory training 
was the rule, the Territorial Force was doing remarkably 
well. The present voluntary system cannot be expected 
to retain the nucleus of highly-trained officers and non- ~ 
commissioned officers necessary for expansion in time of 
need. Voluntary enlistment is not able to provide a 
division fit, in respect of training, equipment or material, 
to take its place in an Imperial system, which was the 
objective that New Zealand set before herself as the result 
of her wartime experience. That objective has been 
abandoned for the time being. It is to be hoped, however, 
that our defence policy will be reconsidered, and a policy 
adopted which will enable New Zealand to contribute 
effectively to the British Commonwealth forces such a 
unit as may be agreed upon. Any hope that this object 
can be reached by the present system of voluntary enlist- 
ment has been destroyed by the experience of the last 
two years. The time has come to reconsider the question 
of compulsory service, if not on its former scale at least on 
a scale to meet a definite plan. At present we have no plan. 


New Zezland. 
October 2, 1933. 
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